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Summary

Eighteen months ago, the Commission decided that despite the serious and harmful

consequences of excessive access charges for consumers and for competition in

telecommunications markets, competition in local exchange and exchange access markets would

shortly bring about significant access reductions. Neither the competition nor the reductions

have materialized. Instead, through seemingly endless litigation and their consistent failure to

comply with statutory duties to provide interconnection and access to unbundled network

elements on nondiscriminatory terms and conditions, the ILECs have been able to maintain the

type of financial results that only monopolists can achieve. It is now time for the Commission to

prescribe a cost-based reduction of approximately $10 billion in the ILECs' access charges. This

action should be taken no later than the date on which an explicit universal service fund is

implemented.

To accomplish this prescription, the Commission should immediately open a

supplementary proceeding to establish forward-looking cost levels for access services, by

inviting parties to submit forward-looking economic cost models for Commission review. The

Commission should also modify its price cap formula and change the productivity factor to 9.2%,

which would more accurately reflect ILEC interstate productivity going forward than the current

6.5%. In addition, the Commission should make a one-time adjustment and require the ILECs to

reflect the 9.2% productivity factor back to 1995. Increasing the productivity offset to 9.2% and

making it retroactive to 1995 would not by itself move access rates to cost. It would result in an

estimated $2.6 billion rate cut. MCI WorldCom urges the Commission to reduce access by a full
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$10 billion to reflect true economic cost.

This action is particularly appropriate in light of the fact that the ILECs' true cost of capital is

now approximately 9.1%, much lower than the 11.25% target that was in place at the start of

price caps. Accordingly, the Commission should also make a downward change to the low end

adjustment mechanism to reflect the true cost of capital.

Given the absence of substantial exchange and exchange access competition, the

Commission should grant no additional pricing flexibility to the ILECs at this time. However, it

would be in the public interest for the Commission to establish a future framework for additional

flexibility for transport services, conditioned on the presence o,f"substantial competition." In

establishing such a framework, the Commission must ensure that customers located in areas

where competition is not substantial, are protected from the exercise of ILEC monopoly power.

Similarly-situated access customers must have access to the same rates, terms, and conditions.

The examination of whether there is "substantial competition" in the appropriate

geographic market will entail an analysis of several factors, including demand elasticity, supply

elasticity, market share, and the incumbent's pricing behavior. In order to streamline the process

of evaluating ILEC petitions for additional pricing flexibility, the Commission should establish

in advance certain necessary, but not sufficient, indicators of "substantial competition." These

include:

-Nonrecurring charges associated with rearrangements to competitors' facilities are
waived;

-Fresh look for term plans;

-Collocation priced at forward looking economic cost;
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-Unbundled loops available at geographically deaveraged forward looking economic cost;

-Functional ass, permitting competitors to order elements in necessary quantities;

-CLECs collocated in offices serving 90% of DS1 channel terminations in the geographic
area;

-Shared Transport UNE available;

-CLECs have 50 percent market share of revenues or DS 1 channel terminations from end
offices to customer premises.

In no case should the Commission treat ILEC transport services as nondominant without

finding that the ILEC lacks market power in the local exchange and exchange access market. It

is unnecessary at this time to establish a framework for switched access flexibility, since

substantial competition for these customers is unlikely to develop in the near term.

The Commission can be certain that if there were substantial exchange access

competition, MCI WorldCom would take advantage of it. No carrier is as well-positioned as

MCI WorldCom to make use ofcompetitive access arrangemepts. MCI WorldCom is the

second-largest interexchange carrier and the CLEC with the greatest reach and most facilities.

Yet MCI WorldCom has so far been able to migrate only a tiny fraction of its traffic off of the

monopolists' access networks.

Competition cannot reduce access charges until competitors are able to offer widespread

alternatives to the ILECs' monopoly services. The past three years have shown that this will take

a substantial amount of time and the investment of many billions of dollars. In the meantime,

there is no justification for continuing to allow the ILECs to receive access revenues that are $10

billion in excess of the cost to provide the service.

111



Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, DC 20554

In the Matter of:

Access Charge Reform

Price Cap Performance Review for
Local Exchange Carriers

Consumer Federation of America,
Petition for Rulemaking

)
)
)
)
)
)
)
)
)

CC Docket No. 96-262

CC Docket No. 94-1

RM-9210

MCI WORLDCOM, INC. COMMENTS

I. Introduction

In its Public Notice released October 5, 1998,1 the Commission seeks comment on an

issue which has emerged as one of the principal battlegrounds in the fight to wrest monopoly

control of local exchange and exchange access services from incumbent local exchange carriers

(lLECs) -- access charges. Access charges represent the ILECs' most profitable revenue stream,

enabling

ILECs to collect earnings of nearly 70 percent before interest, taxes, depreciation, and

1 Commission Asks Parties to Update and Refresh Record for Access Charge Reform and
Seeks Proposals for Access Charge Reform Pricing Flexibility, CC Docket No. 96-262, CC
Docket No. 94-1, CC Docket No. 97-250, RM-9210, Public Notice, FCC 98-256, released
October 5, 1998.



amortization, a level nearly unmatched among legal businesses.2 In fact, today's access charges

are approximately $10 billion over their true economic cost.

So profitable is the ILEC access revenue stream that any attempts by state and federal

regulators over the last two years to provide competitive inroads that would allow new entrants

to capture more than a minuscule share of this revenue stream have been quashed. Most of this

activity has involved neutralizing the use of unbundled network elements, which allows new

entrants to compete for access charge revenues. Weapons that the ILECs have deployed include

litigation to eliminate the federal requirement of providing unbundled elements in combination,

inadequate or nonexistent operational support systems for network elements, and lack of

performance standards to ensure that new entrants can provide quality service. ILECs have also

stalled the new entrants' ability to interconnect their own networks, which is today the only

practical vehicle new entrants have to compete to provide access services. Among other things,

the ILECs have delayed or stalled completion of interconnection contracts, failed to provision

sufficient interconnection trunks, or failed to resolve the issues associated with making NXXs

available to new entrants.

The result is that after more than two and a half years since the passage of the

Telecommunications Act of 1996, and a year and a half since the Commission initiated "market-

based" reform of access charges, there is no competitive source of supply for exchange access

service, and the ILECs retain their grip on their $24 billion access revenue stream. In fact, ILEC

revenues are up, interstate earnings are up, and ILEC access minutes and lines are growing.

2 Compare the access EBITDA of close to 70 percent, with a local services EBITDA of
approximately 22 percent.
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When the Commission last addressed the issue of access reform, it had not yet resolved a

central question in the access debate -- the extent to which above-cost access supports affordable

local service. In the absence of resolving this critical question, the Commission chose to take a

small "bite" out of access by increasing somewhat the productivity offset in the price cap

formula. Today, in light of the substantial progress made by the Commission to size the support

necessary for universal service,3 and the Commission's plan to· decrease access charges by the

same amount and instead fund universal service through an explicit revenue tax on all carriers,4

there is no legal or policy reason to allow above-cost access charge levels to persist. At a date no

later than the date on which an explicit universal service fund is implemented, access charges

must be brought to cost.

MCI WORLDCOM, Inc. (MCI WorldCom) advocates the following measures be adopted

by the Commission in resolving the issues before it in the above-captioned dockets and

proceedings:

~ Access charges must be brought to cost on a date no later than the date on which an

explicit universal service fund is implemented.

The Commission should immediately open a supplementary proceeding to establish

forward-looking cost levels for access, by inviting parties to submit forward-looking

3 See Commission Adopts Model Platform for Use in Determining Universal Service Support
for High Cost Areas, CC Docket Nos. 96-45 and 97-160, Report No. 98-36, released October
22, 1998.

4See Federal-State Joint Board on Universal Service, Report and Order, CC Docket No. 96
45, FCC 97-157, 12 FCC Rcd 8776 (reI. May 8, 1997).
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economic cost models for Commission review.5

The Commission should modify its price cap formula to reflect true interstate

productivity which, using the studies accepted by the Commission in 1997, equates to a

productivity offset of 9.2%, this will ensure that going-forward, access rates will continue

to be based on the ILECs' ever-improving cost structure which results from persistent and

substantial productivity gains. This change would reduce access charges by

approximately $650 million. The Commission should also require a one-time adjustment

back to 1995 based on the higher productivity factor. This would yield an additional

access reduction of approximately $2.6 billion.

Prescription of the cost of capital to 9.1 % using the methodology that was extensively

briefed and successfully defended in the most recent cost ofcapital examination, along

with a downward adjustment in the low end adjustment mechanism.

Decline to grant of any additional access pricing flexibility for ILECs at this time, since

additional flexibility would negatively impact the development of competition for

exchange access services.

Define a future framework for additional transport flexibility for ILECs, conditioned on

the presence of "substantial" competition for transport as a prerequisite. This would have

beneficial results in that it will prevent "ad hoc" filings that add to the Commission's

5 In this respect, MCI WorldCom urges the Commission to depart from its earlier-articulated
plan to collect cost "studies", which are ILEC-by-ILEC studies ofILEC-specific cost. Such
studies are inconsistent with incentive-based regulation and have not been demonstrated to be
necessary in establishing analogous cost elements for local interconnection purposes. Properly
designed econometric cost models are a much more efficient way to adjudicate forward-looking
costs.
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administrative burdens without the potential for a corresponding public benefit. Any

flexibility granted in the future must ensure that similarly-situated access customers will

have access to the same rates, terms and conditions, to prevent any discrimination that

would undermine the operation of the vibrantly competitive interexchange industry.

Nondominant treatment for ILEC transport services must be based on a comprehensive

examination and finding that the ILEC lacks market power.

For switched access, which is inextricably tied to an end user's ability to choose a local

service provider, the lack ofany viable local exchange competition makes the

consideration of increased pricing flexibility inconceivable, and no framework is

necessary or desirable at this time.

If any carrier could and would take advantage of opportunities for competition in

exchange access services, it would be MCI WorldCom. As the second-largest interexchange

carrier, MCI WorldCom's access volumes would, in a competitive access environment, allow us

to migrate our traffic to our own or other new entrant's networks. As a competitive local

exchange carrier with the largest geographic reach and most network facilities, we should have

the ability to place access minutes on our own network and establish competition in the sale of

access services. Unfortunately, our ability to move access minutes off ofILEC networks and on

to our own or other new entrants' networks is sharply constrained -- by the roadblocks to local

competition as well as by ILEC access practices, terms and conditions that are designed to make

it difficult for interexchange carriers (IXCs) to migrate access to other vendors.

The Commission has an historic opportunity to take action in these dockets to correct by

regulatory action what the market has demonstrated it cannot do, bring access to cost. The
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Commission has repeatedly recognized the harms that above-cost access creates.6 The

Commission should not through inaction miss the opportunity to eliminate these harms.

II. "Market-Based Reform" of Interstate Access Charges Has Not Materialized

A. Exchange Access Competition Has Stalled

In the Public Notice released October 5, 1998, the Commission asks interested parties "to

update and refresh" the records of the above-referenced dockets to reflect developments since the

Commission adopted the Access Char2e Reform Order7 and the Price Cap Review Order8 on

May 7, 1997. In the Access Char2e Reform Order, the Commission recognized that interstate

access charges were significantly above their forward-looking cost levels, and that these inflated

access charges suppressed demand for interstate interexchange services, impeded the efficient

development of competition in the local and long distance markets, and retarded economic

growth. To address the inflated level of access charges, in the Access Char~e Reform Order the

Commission selected a "market-based" approach to access reform. The Commission's choice of

6 See,~, Access Reform Order for a discussion of the deleterious effects of above-cost
access charges on demand for interexchange services, development of competition in local and
long distance markets, and economic growth.

7 Access Charge Reform, CC Docket No. 96-262 et ill., First Report and Order, 12 FCC Rcd
15982 (1997))(Access Char~e Reform Order), affd ID!h D.Qill. Southwestern Bell Tel. Co. v
FCC, _ F.3d_(8th Cir., Aug. 19, 1997); Order on Reconsideration, 12 FCC Rcd 10119
(1997), Second Order on Reconsideration and Memorandum Opinion and Order, 12 FCC Rcd
16606 (1997).

8 Price Cap Performance Review for Local Exchange Carriers, Access Charge Reform, Fourth
Report and Order, CC Docket No. 94-1 and Second Report and Order, CC Docket No. 96-262,
12 FCC Rcd 16642 (1997) (Price Cap Review Order).
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the "market-based" approach was based on its prediction that substantial competitive entry into

the local services market would occur and that this competitive entry would quickly exert

downward pressure on ILEC access charges. The Commissio~ believed that "[t]he 1996 Act

removes barriers to entry in the local market, generating competitive pressures that make it

difficult for incumbent LECs to maintain access charges above economic COSt."9 In the Price Cap

Review Order, the Commission revised its methodology of calculating the price cap productivity

factor (X Factor), which resulted in a an increased X Factor of 6.5 percent, well below the

levels that MCI believed were necessary to correctly recognize productivity.

As the Consumer Federation ofAmerica correctly pointed out in its Petition for

Rulemaking,1O and as MCI demonstrated in its May 1998 report entitled "Absence of

Competition in the Exchange Access Market," II meaningful levels of exchange access and

exchange telephone service competition have not developed, and will not develop in the

foreseeable future. 12 The MCI report shows that, one year after the Commission adopted its

Access Charge Reform Order, and two years after the adoption of the Local Competition

9Access Charge Reform Order at ~32.

10 Consumer Federation ofAmerica et aI., Petition for Rulemaking, RM-9210, December 9,
1997.

II See Ex Parte in Access Charge Reform, CC Docket No. 96-262; Consumer Federation of
America, International Communications Association and National Retail Federation Petition
Requesting Amendment of the Commission's Rules Regarding Access Charge Reform and Price
Cap Review for Local Exchange Carriers, RM 9210, May 7,1998.

12 Consumer Federation of America Petition at 2.
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Order,13 unbundled network elements (ONEs) were far from a "ubiquitous" substitute for access

services. Competitive local exchange carriers (CLECs) offering commercial service were limited

to using their own geographically-limited facilities or, to a lesser degree, their own facilities in

combination with ILEC loops. In fact, unbundled loops as a service delivery method accounted

for less than 0.1 percent of Regional Bell Operating Company (RBOC) and GTE access lines. 14

Today, six months after that report was initially filed with the FCC, and 18 months after

the Commission adopted its Access Charge Reform Order and Price Cap Review Order, the

competitive landscape for interstate access charges has remained virtually unchanged. Interstate

access charges remain approximately $10 billion above forward-looking economic cost, and

virtually all IXC exchange access continues to originate and terminate on ILEC facilities.

13 Implementation of the Local Competition Provisions of the Telecommunications Act of
1996, CC Docket No. 96-98, First Report and Order, 11 FCC Rcd 15499 (1996)(Local
Competition Order), at ~980 Order on Reconsideration, CC Docket No. 96-98, 11 FCC Rcd
13042 (1996), petition for review pending and partial stay granted, sub nom. Iowa Utils. Bd. v.
.EC(, 109 F.3d 418 (8th Cir. 1996).

14 Ofa total of 144.5 million access lines, only 123,680 have been sold to CLECs as
unbundled elements. As a measure of how insignificant this figure is, the RBOCs and GTE are
expected to add 6 million access lines between 1997 and 1998. "Absence of Competition in the
Exchange Access Market," May 7, 1998. Additionally, because of the capital-intensive nature of
facilities construction, CLEC networks simply do not have the necessary reach to compete.
CLEC transmission facilities are less than 1/1000th of ILEC total transmission facilities, and
CLEC networks are connected to at most 0.33 percent of the nation's commercial buildings and
virtually no residential buildings. Id. As a result, facilities-based entry has no chance of exerting
competitive pressure on ILEC access charges in the foreseeable future.
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RBOC Exchange Access Market Share Based on Access Lines l5

99.40%

99.32%

99.45%

99.56%

99.63%

98.99%

99.08%

99.07%

99.00%

98.44%

98.17%

98.64%

98.21%

It is time to suspend the failed experiment of allowing the market to reduce the charges of

monopolists. The Commission should prescribe forward-looking cost-based access charges as

long as the ILECs retain monopoly power.

B. RBOC Earnings Have Increased Since Passage of the Telecommunications Act of
1996

While RBOCs attempt to paint themselves as upstarts or new entrants,16 or as carriers that

have suffered irreparable harm by Congress' and regulators' actions aimed at opening up local

markets to competition, RBOC earnings continue to demonstrate that access reductions to date,

and the limited presence of new local entrants, have not negatively impacted the RBOCs

15 Data for 1996 and 1997 RBOC market share from "Absence of Competition in the
Exchange Access Market," page 5, table 4. Market share data for 2Q1998 is based on MCI
WorldCom market research.

16 Recently, in order to gain sympathy for their pending $62 billion merger, SBC and
Ameritech executives attempted to paint their companies as upstarts that are trying to compete
with "behemoth" IXCs. Referring to Comments made by Ameritech General Counsel Kelly
Walsh, October 14, 1998.
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financially. The fact is, the RBOCs are among the largest companies, operating in one of the

most profitable industry segments in the world. 17

Moreover, as the tables in Appendix A demonstrate, the RBOCs continue to report record

monopoly profits,18 and average RBOC profitability has increased continually since passage the

Telecommunications Act. Additionally, as the two tables below demonstrate, not only have

RBOC access revenues increased steadily since passage ofthe.Te1ecommunications Act, but the

margins on those services have increased. 19

RBOC Access Revenue($8)

26.0

25.5

25.0

24.5

24.0

23.5

23.0

22.5

22.0
1995

17 See tables in Appendix A.

1986 1997

$25.4

1H98 Annualized

18All RBOC and IXC figures have been normalized, and excluded one time charges. IXC
includes AT&T, MCI, and Sprint. Sprint long distance only for EBITDA; consolidated for Net
Income. See Appendix A for individual RBOC earnings information.

19 Data on RBOC Earnings compiled from FCC Report 4303, FCC Preliminary Statistics of
Common Carriers 1997, FCC Report 4302, Dial Equipment Minute Report (1996 as proxy for
97), Company Annual Reports, and 10-K's.
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RBO(' Rq.~lIlatl·d Finandab ('olllparisoll 1996/1997

Local Access Toll Misc. Total

1997

1996

47.3

45.1

28.5

27.6

8.4

9.3

9.7

9.6

93.7

91.6

1997

1996

12.16

9.8

20.0

19.2

5.0

5.9

3.7

4.8

40.6

39.8

1997

1996

25.7

21.8

69.6

69.4

60.2

63.2

37.9

50.7

43.3

43.3

Consumers have waited long enough for the benefits of lower access charges. Given the

extensive and irrefutable evidence of continued ILEC monopoly power in the exchange access

market, the Commission should prescribe cost-based rates now.

C. Competition Through Unbundled Network Elements Has Been Stalled

The Commission adopted its "market-based" approach to access reform in the belief that

"the pro-competitive regime created by the 1996 Act, and implemented in the Local Competition

Order and numerous state commission decisions, will generate competition over the next few
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years."20 Eighteen months later, ILECs maintain a near-total monopoly on the provision of local

exchange and exchange access services. In the words of the recent Final StaffReport of the

California PUC, "[l]ocal competition is floundering at the present time."21 Or, as an

Administrative Law Judge in Pennsylvania put it: "[Bell Atlantic's] request to have all business

services declared competitive, while holding a market share in the business local exchange

service market in excess of 90%, borders on the ridiculous."22 Several factors have limited the

pace of competitive inroads. Most importantly, events have shown that the establishment of

significant competition will remain an elusive goal without the cooperation and commitment of

the incumbent monopolists.

Under the 1996 Act, competitors may use three basic methods to enter local markets:

resale ofILEC services; use of unbundled network elements; and interconnection ofCLEC

facilities with the incumbents' networks. Even ifresale were not a failed entry strategy,23 since

the incumbent continues to provide and bill the associated exchange access services, it would

provide no competitive source of supply for exchange access.. ' The construction of sufficient

competitive facilities to permit widespread entry, will require an immense investment of time

20 Access Char~e Reform Order at ~ 269.

21Final Staff Report: Pacific Bell and Pacific Bell Communications Notice ofIntent to File
Section 271 Application for InterLATA Authority in Californi~ released October 5, 1998.

22 Recommended Decision, Petition of Bell Atlantic - Pennsylvania, Inc., Docket No. P
00971307, released July 24, 1998.

23 Even the RBOCs now admit that, given the paltry discounts, competitive local service
cannot be provided economically via resale. See,~, In the Matter of GTE Corporation,
Transferor, and Bell Atlantic Corporation, Transferee, For Consent to Transfer of Control,
Application For Transfer Of Control, at p. 30, October 2, 1998.
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and capital. This leaves UNEs as the only hope for substantial, near-term exchange access

competition. Yet UNE-based competition remains in its infancy -- its development arrested by

litigation and the failure of ILECs to provide access to UNEs on nondiscriminatory ~erms and

conditions.

The Commission's Local Competition Order was intended to establish the pro-

competitive ground rules upon which competitors and incumbents would negotiate their

interconnection agreements. Instead, the parties negotiated against a background of uncertainty,

with some provisions of that Order subject to judicial stay and many others ensnarled in litigation

before the 8th Circuit Court of Appeals. By the time that Court resolved the first set of issues,

nearly ten months had passed.24 To make matters worse, the Court's decision created as much

uncertainty as it resolved.25 On two important issues, pricing and UNE combinations, the court

rejected the Commission's procompetitive rules and cast a cloud of uncertainty over ongoing

interconnection negotiations

On pricing, the Commission had required state arbitration decisions to comply with a

forward-looking, total element long-run incremental cost ("TELRIC") standard and to deaverage

loop rates. Ultimately, nearly every state and federal court that has examined the issue has

agreed with the Commission that the statute requires the use of a forward-looking standard to

determine UNE prices. However, one cannot overlook the delay that resulted from the need to

24 Iowa Utilities Bd. v: FCC, 120 F.3d 753 (8th Cir. 1997) amended on reh'g, 1997 U.S. App.
LEXIS 28652 (8th Cir. Oct. 14,1997), cert. granted, 118 S.Ct. 879 (1998).

25 4, in North Carolina, GTE responded to the 8th Circuit's decision by filing comments
with the state Utilities Commission seeking the modification or deletion of nearly three-hundred
sections of its interconnection agreement with MCI.
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revisit this issue in every state. Moreover, in some cases, states have adopted non-recurring

charges (NRCs) and UNE prices that are not consistent with the TELRIC standard. Nor have

states universally deaveraged loop rates. The failure to adhere to the TELRIC standard for

NRCs, as well as the failure to deaverage loop rates, has critically harmed the development of

UNE-based competition. California provides a good example of both problems. Pacific Bell

does not offer deaveraged loop rates, and imposes loop-related NRCs that make UNE-based

competition uneconomicaI,26

In addition to overturning the Commission's pricing guidelines, the 8th Circuit also

invalidated the Commission's rules on UNE combinations. The Commission had interpreted the

1996 Act to prevent ILECs from needlessly separating UNEs that are already combined in their

networks, and to require them to combine UNEs on behalf of competitive local exchange carriers

(CLECs) when to do so is technically feasible. The 8th Circuit found that the plain language of

the statute permits incumbents to separate precombined elements, and requires CLECs

themselves to combine any UNEs that they require in combination.27 The court concluded its

analysis by saying that "the fact that the ILECs object to this rule indicates to us that they would

rather allow entrants access to their networks than have to rebundle the unbundled elements for

them."28 Of course, the last thing that the incumbents had in mind was allowing competitors

26 The total NRC for a new loop from Pacific Bell is $448.98. Ifone assumed an expected
customer life of 48 months, a charge of nearly $10 per month would be needed to recover the
NRC. When added to the recurring UNE rates and other costs, the price that a CLEC would need
to set would be far above the comparable rate charged by Pacific Bell.

27 Iowa Utilities Bd. at 813-815.

28 Id. at 813.
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access to their networks.

The impact on competition of the 8th Circuit's UNE combination decision cannot be

overstated. ILECs have used this decision to delay competition for the past fifteen months. The

Commission's Local Competition Order had the potential to foster more rapid development of

competition in many places. Instead, incumbents have placed onerous requirements on

competitors who would provide service via UNE combinations. Principally, they have required

competitors to purchase expensive collocation in each central 0ffice in order to needlessly

disconnect and cross-connect various UNE configurations. This creates unnecessary uncertainty,

delay, and cost, as well as degraded service quality.29 As the Commission found in its recent

decision on BellSouth's 271 application for Louisiana, collocation is legally insufficient as the

only means of providing competitive LECs with access to UNEs.30 Without the establishment of

nondiscriminatory methods to access UNE combinations, competitors will have no choice but to

rely on their own limited facilities, and consumers will mostly have no choice at all for a very

long time. Without local competition, there can be no exchange access competition, and the

market-based approach will guarantee continued distortion of the market for long distance

services, as well as excessive profits for the incumbent monopolists.

In addition to the uncertainty and delay created by litigation over the Local Competition

Order, contentious arbitration proceedings and subsequent litigation have also contributed to the

29 As further explained below, the incumbents' collocation charges are many times in excess
of the forward-looking economic cost of the service.

30 In the Matter of Application of BellSouth Corporation, BellSouth Telecommunications,
Inc., and BellSouth Long Distance, Inc., for Provision ofIn-Region, InterLATA Services in
Louisiana, Memorandum Opinion and Order, CC Docket No. 98-121.
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undeveloped state of local competition. It cannot be doubted that the incumbents have treated

these proceedings as vehicles for frustrating the entry plans ofCLECs. As one U.S. District

Court judge said of Southwestern Bell:

SWBT's penchant for rehashing issues that had already been fully briefed, raising
arguments and claims that did not appear in even the most generous reading of the
Amended Complaint, and, most importantly, taking positions in this litigation that
it had expressly disavowed in the PUC administrative hearing, were, to say the
least, distressing. The voluminous briefing in this case-over seven hundred pages
total- could have been cut in half had SWBT not fought tooth and nail for every
single obviously non-meritorious point. Suffice it to say that every conceivable
objection SWBT could have raised to the interconnection agreements was, in fact,
raised here and fully briefed by all parties to the lawsuit.31

This type of behavior has made a significant contribution to the continued paucity of exchange

and exchange access competition.

UNE-based competition has also been harmed by the relationship between UNE prices

and the regulated price of local exchange service from the incumbent. In many cases, the

combination of recurring and non-recurring charges for UNEs and collocation makes the

provision of UNE-based service uneconomical. As discussed above, this is certainly true in

California, where excessive NRCs create a nearly insurmountable barrier to competition.

Ultimately, local competition requires the cooperation and commitment of the ILECs.

Only they can develop the wholesale products, systems, interfaces, and trained personnel that

competitors will depend on to produce the open market sought by the 1996 Act. As this

Commission's string of rejections ofRBOC 271 applications shows, so far the incumbents have

failed to provide competitors with the tools that are needed. Moreover, the incumbents have not

31 Southwestern Bell Telephone Co. v. AT&T Communications of the Southwest. Inc., 1998
US Dist LEXIS 15637 (US Dist. Court W. Dist. ofTexas, 1998) at 55.
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always approached their duties under the 1996 Act in the spirit of cooperation. As a recent Final

Staff Report of the California PUC said ofPacific Bell: "Pacific often chooses solutions based on

Pacific's determination of whether it complies with Section 271 requirements, not based on how

effective they might be in promoting competition."32 This do-the-bare-minimum attitude does

not contribute to the effective removal of the many obstacles in the path of the development of

exchange and exchange access competition.

The fact that none of the RBOCs has even corne close to obtaining 271 approval to enter

the long distance market, starkly illustrates the incumbents' continued failure to comply with

their most basic duties under section 251 of the 1996 Act. Indeed, the Commission's recent

rejection of BellSouth's second Louisiana application, and third overall, provides a case study in

the myriad ways, some subtle, some not-so-subtle, by which the incumbents have created

obstacles to successful UNE-based competition. The Commission found that BellSouth's

application satisfied more than six items on the checklist, more than any other 271 application to

date, yet on numerous items that are critical for competition, the application carne up woefully

short. These include: OSS and associated reporting, access to UNEs and methods of combining

UNEs, unbundled loops, unbundled switching, unbundled transport, resale, directory assistance,

operator services, and number portability. With this record of noncompliance, it is unsurprising

that BellSouth retains a virtually unchallenged monopoly in the provision of exchange and

exchange access services. Moreover, no RBOC has demonstrated compliance with its statutory

duties. Without full compliance, widespread competition, particularly UNE-based competition

32 Final Staff Re.port at 5.
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which depends heavily on incumbent cooperation, will not take root.

Eighteen months ago, the Commission determined that substantial exchange access

competition would shortly make it unnecessary to prescribe cost-based access charges. Such

competition has not materialized. Instead, the industry has been sidetracked by seemingly

endless litigation and incumbent intransigence in complying with their statutory duties to provide

competitors with a meaningful, nondiscriminatory opportunity to compete. The litigation is not

over and the incumbents do not yet appear prepared to cooperate. No evidence exists that wide

spread local competition will develop in the foreseeable future. Consequently, market forces

alone cannot be relied upon to lower access charges to forward-looking economic cost.

D. Widespread Facilities Based Competition Is Restrained by CLEC Financial
Limitations, Resource Constraints, and Anti-Competitive ILEC Practices

More than 40 percent ofMCI WorldCom's long distance revenues are used to pay for

access to local customers through the ILECs. Therefore, MCI WorldCom devotes considerable

resources to seeking access alternatives through facilities-based alternatives, either those of

CAPs, or our own. Unfortunately, other than through the costly alternatives of building our own

facilities, or collocating at an ILEC central office and purchasing unbundled network elements,

there are simply no alternatives to ILEC switched access charges, such as Carrier Common Line

(CCL), Presubscribed Interexchange Carrier Charge (PICC), Local Switching, Residual

Transport Interconnection Charge (TIC), and the End Office Port Charge. Indeed, in the decade

since the Commission introduced competition for transport serVices, transport competition is

only beginning to develop for certain routes.
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In the transport arena, the basic services provided by ILECs, include, entrance facilities

to IXC points-of-presence ("POPs"), multiplexing, interoffice transport and "tail" transport to

customer locations. The level of competition differs sharply between these services. As can be

seen in the attached affidavit from Mr. Wayne Rehberger (see Appendix B), MCI WorldCom

has been marginally successful in finding and implementing alternatives for DS3 Entrance

Facilities in the limited locations served by CAPs. However, we have been far less successful in

finding alternatives for interoffice transport and tail circuits, and we continue to use ILEC

multiplexing almost 100 percent of the time.

Many of the switched transport and special access circuits MCI WorldCom has moved to

CAPs are actually new or "growth" circuits, because of the many impediments the ILECs place

on interexchange carriers (IXCs) seeking to "roll" existing traffic to competitors. Since every

circuit lost to competitors is a loss of revenue, the ILECs have considerable incentive to

implement policies and pricing that will restrict movement to competitors and lock in customers.

And they have been quite successful.

For example, most ILECs delay the ordering process for rolling over circuits to

competitors for as long as possible due to their reliance on a basic circuit management system

called Trunks Integrated Record Keeping System ("TIRKS"). In the process of engineering and

planning DS3-1evel circuit rolls, this system must be updated manually for all subtending DS1

and DSO circuits, even when single DS3 reconfigurations are planned. Thus, moving a single

circuit can require up to 672 manual system updates. This process is time consuming and

resource intensive and serves to limit the volume ofDS3 rollovers in a given year. In addition,

ILECs assess rollover non-recurring charges for each of these circuits, even though they are not
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being re-engineered or moved on their own. The rollover non-recurring costs are often extremely

high, and often result in rollovers for existing circuits being cost prohibitive (See, Table 3 in Mr.

Rehberger's affidavit).

The ILECs also use their pricing ofDSl and DS3 circuits as anti-competitive weapons.

For customers to avoid paying excessive non-cost-based switched transport and special access

rates they must sign up for long-term contracts, which effectively lock these circuits in place, out

of the reach of competitors. Once a long-term contract is signed, ILEC access customers are

dissuaded from migrating circuits to a competitor before the contract ends because of grossly

excessive termination liabilities As Mr. Rehberger's affidavit illustrates, MCI WorldCom has

had no choice but to agree to long-term contracts for most of our circuits in order to receive the

best rates available. However, the result for competition of placing circuits on term

commitments is to limit the market that is potentially available for entrants that are

contemplating investment decisions. High termination liabilities effectively ensure that even

when competitors are available in a metropolitan area, the actual market they can compete in is

primarily "growth" or new circuits, since customers cannot afford to terminate existing long-term

contracts before they are completed.

High non-recurring charges also limit competitive multiplexing opportunities. A

conversion to an alternative supplier of multiplexing would involve actual circuit migrations at

the DS1 and DSO levels. This enables the ILEC to assess non':recurring charges that are

approximately three times that of the non-recurring charges assessed with DS3 rollovers.

Interoffice transport within the ILEC network, and the "tail" circuits to customers

constitute the single largest cost element of the aggregated costs paid to the ILEC for transport
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service. However, finding competitive alternatives for these functions of the ILEC network are

expensive and time consuming. To compete for interoffice transport, MCI WorldCom or other

CLECs/CAPs must establish collocations at ILEC central offices, a process that takes months to

complete, and is extremely costly (See, Mr Rehberger's affidavit for a review ofthese

collocation costs). It is even more difficult to find alternatives for tail circuits, as that entails

costly buildouts to actual customer locations.

MCI WorldCom does have the opportunity to avoid the ILEC access networks

completely by building our own local facilities, and we are doing so as quickly as possible.

However, as Mr. Rehberger's affidavit points out, the costs involved in building facilities are

staggering. MCI WorldCom has estimated that the costs of serving only 18 percent of the

nationwide business market on its own facilities would cost $21 billion. With costs like these, it

is clear that for facilities-based competition to develop for most business customers and virtually

all residential customers, CLECs will have to rely primarily on unbundled network elements.

However, as discussed in infra, this is a proposition that has become increasingly unlikely due to

the non-cost-based charges for many UNEs and the never-ending ILEC policies of delay and

litigation.
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III. Access Charges Must Be Reduced to Forward-Looking Economic Cost

A. The Commission Has Acknowledged The Economic Benefits And Legal
Justifications For Reducing Access Charges To Economic Cost

As the declaration ofDaniel Kelley explains, cost-based access charges would afford

enormous benefits to consumers.33 Allocative efficiency, productive efficiency, and dynamic

efficiency would all be enhanced.

Allocative inefficiency results from the misdirection of scarce resources that occurs when

prices do not reflect true economic costs. Since access charges are above cost, consumer long

distance prices are also too high. As a result consumers make fewer and shorter calls than they

would if costs and prices were properly aligned, and instead make countless other suboptimal

consumption decisions. This misdirection of scarce resources inevitably reduces social welfare.

Productive efficiency measures the degree to which goods and services are provided in a

cost-minimizing way. Reducing access charges to their economic cost would enhance

productive efficiency in at least three ways: ILECs will have an increased incentive to become

more efficient; uneconomic incentives to purchase dedicated access circuits would be reduced;

and artificial incentives to develop alternative service delivery mechanisms, such as Internet

telephony, would be reduced.

Dynamic efficiency measures the ability to innovate and adopt technological changes.

The imposition of excessive access charges has undoubtedly deterred the development and use of

productivity-enhancing innovations by telephone users. One cannot know what these

33 See "Absence of Competition in the Exchange Access Market," Declaration ofA. Daniel
Kelley, Appendix B, May 7, 1998.
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innovations might be, but the potential improvements in social welfare from reduced access

charges could be quite large.

As of July 1, 1999 there can be no justification, legal or otherwise, for access charges to

remain above their long-run incremental costS.34 In the Access Chan~e Reform Order, and again

in its Briefbefore the United States Court Of Appeals For The Eighth Circuit ("Eighth Circuit)35,

the Commission explained why the current access regime cannot continue:

(t)he possible allocation of costs to the interstate jurisdiction, may, for some
consumers, increase long-distance rates substantially, suppressing their demand
for interstate interexchange services. Implicit subsidies also have a disruptive
effect on competition, impeding the efficient development of competition in both
the local and long-distance markets. For example, where rates are significantly
above cost, consumers may choose to bypass the incumbent LEC's switched
access network, even if the LEC is the most efficient provider. Conversely, where
rates are subsidized (as in the case of consumers in high-cost areas), rates will be
set too low and an otherwise inefficient would have no incentive to enter the
market. In either case, the total cost of telecommunications services will not be as
low as it would otherwise be in a competitive market. Because of the growing
importance of the telecommunications industry as a whole, this inefficient system
of access retards job creation and economic growth in the nation.36

Moreover, the Commission recognized the legal justification for removing the subsidies

from access charges:

(t)he 1996 Act's call for specific "specific predictable and sufficient" universal

34 Moreover, regardless of the Commission's target date to further reduce access charges,
there can be no dispute that access rates must be at economic cost levels before RBOC entry into
the in-region long-distance market.

35 In The United States Court of Appeals For The Eighth Circuit, On Petitions For Review Of
An Order Of The Federal Communications Commission, Nos. 9-2618 (and consolidated cases),
Southwestern Bell Telephone Company, et aI., Petitioners, v. Federal Communications
Commission, et aI., Respondents, BriefFor Federal Communications Commission, filed
December 16, 1997 ("FCC Eighth Circuit Brief').

36 Access Char~e Reform Order at para. 30 (footnote omitte,d).
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service subsidies removes the need for supporting universal service subsidies
historically built into the access charge system.37

Thus, the Commission has concluded that to "fulfill Congress's pro-competitive mandate, access

charges should ultimately reflect rates that exist in a competitive market.,,38 However, at the time

the Access Chan~e Reform Order was released, the Commission believed that the availability of

unbundled network elements would "make it difficult for ILECs to maintain access charges

above economic cost." and thereby chose to let market forces work to reduce access charges.39

Even while acknowledging that market forces could take years to reduce access charges to cost,

the Commission refused to prescribe cost-based access charges for several reasons: I) the lack of

reliable forward-looking cost models to measure the joint and common costs in access charges;40

2) the disruptive effect lower access charges could have upon incumbent LEC business

operations:41 and, 3) the effect immediate cost-based access charges would have upon universal

service.42 As explained below, these reasons for not reducing access charges to cost are not valid

in the current telecommunications environment. Therefore, the Commission should by

regulation correct what the market has been unable to correct, by prescribing cost-based access

rates in lieu oftoday's above-cost rates. To accomplish this, the Commission should

37 FCC Eighth Circuit Brief, p. 30, (quoting the Access Charge Reform Order at paras, 33-34.

38 Access Char~e Reform Order, at para. 42.

39 Id., at paras. 32, 44.

40 Id., at para. 45.

41 Id., at para. 46

42 Eighth Circuit Brief, at p. 21.
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immediately open a supplementary proceeding to establish forward-looking cost levels for

access, by inviting parties to submit forward-looking economic cost models for Commission

review.

B. A Commission Failure To Immediately Reduce Access Charges to Cost Based On
The Current Market Condition Would be Arbitrary And Capricious

As MCI WorldCom demonstrates above, the market-based approach to reduce access

charges has failed. While we will not repeat ourselves here, it is important to note that even

while the Eighth Circuit Court found that the Commission's use ofa market-based approach was

not "arbitrary, capricious, or in derogation of the public interest," the Court concluded that, if, "in

light of actual market developments, the Commission determines competition is not having the

anticipated effect on access charges, the agency presumably will revisit this issue.,,43 Therefore,

if despite the evidence that the market-based approach has failed and its admission that cost-

based access charges benefit the national economy, the Commission still refuses to prescribe

access charges to cost, it will be acting in an arbitrary and capricious manner and will be failing

to act in the public interest.

C. The Lack of a Cost Model, And Concerns About Universal Service and Incumbent
LEC Business Operations Are Not Valid Reasons to Continue Inflated Above-Cost
Access Charges

There are no longer any valid reasons for continuing the subsidies in access charges. The

43 In The United States Court of Appeals For The Eighth Circuit, On Petitions For Review Of
An Order Of The Federal Communications Commission, Nos. 9-2618 (and consolidated cases),
Southwestern Bell Telephone Company, et al., Petitioners, v. Federal Communications
Commission, et aI., Respondents, Opinion of the Eighth Circuit Court, filed August 19, 1998, at
p.50.
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Commission's concern about universal service and the lack of an existing cost model will

become moot on July 1, 1999, when it is expected to implement the new high cost fund for price

cap LECs and makes explicit all universal service contributions. The Hybrid Cost Proxy Model

("HCPM"), adopted by the Commission just last week, sizes the subsidy which can be removed

from the access revenue requirements.

In addition, the Commission's concern that a decrease in access revenues would "disrupt"

ILEC business operations is not supported by the facts. Nor could it. As MCI WorldCom

demonstrated in the report entitled "Absence of Competition in the Exchange Access Market,"

and in Appendix A, the ILECs are earning record profits. While a reduction in access charges to

reflect their economic cost might diminish these monopoly profits, there has been no showing

that it would have any impact on ILEC service quality or output. Furthermore, there is no

evidence that preserving ILEC revenue is a more important goal for the nation then the economic

benefits the Commission admits would accrue from cost-based access charges. As the ILECs

have often stated, the Commission should not be in the business of protecting competitors, but

instead should be promoting competition. The best method the Commission has to promote

competition at all levels of the industry including exchange and exchange access, is to reduce

access charges to economic cost.

MCI WorldCom urges the Commission to immediately open a supplementary pleading

cycle to collect econometric models of forward-looking access cost. ILEC cost studies, e.g.,

studies that evaluate an ILEC's specific costs, are unnecessary for the purpose ofdetennining

forward-looking access pricing. Just as universal service subsidies can be sized based on a

model of the network, so too can forward-looking access cost models size access costs. The
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Commission should begin this analysis now.

IV. MCI WorldCom Recommended Action for Access Reform

A. Productivity Discussion

1. The Commission's Total Factor Productivity Study Should Be Based on
Interstate, Not Total Company, Results

In the Price Cap Review Order, the Commission determined that it would select the

productivity, or X, factor, based on total factor productivity (TFP).44 This methodology

computes productivity based on the difference between the growth rate of outputs and the

growth rate of inputs. Thus, if a firm's outputs grow at 8.5 percent per year, while its inputs grow

at only 2 percent per year, its TFP would be 6.5 percent. The Commission also determined that

the TFP would be computed based on total company operations, rather than only the interstate

operations of the company. The Commission chose to use total company, rather than interstate-

only results because, it claimed, the record did not demonstrate any systematic bias in using total

company results.45

The Commission erred in concluding that there was no systematic bias in using total

company results. The Commission itself stated that interstate and intrastate services are usually

provided over common facilities. Since that is the case, it is reasonable to conclude that the

growth of inputs is the same for the two jurisdictions. Thus, if interstate outputs are growing

faster than intrastate outputs, interstate TFP should be higher than total company TFP.

44

45

Price Cap Review Order at para. 19.

Price Cap Review Order at para. 110.
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In its TFP study previously submitted in this docket, AT&T demonstrated, and no one has

disputed, that interstate outputs have indeed grown faster than intrastate outputs. AT&T also

presented the argument that assuming that interstate inputs grow at the same rate as total

company outputs is a conservative assumption. This is the case because the interstate services

use primarily network equipment, such as transmission and switching equipment, that are

experiencing great economies of scale. By contrast, subscriber loops, which are used more

heavily by local services, have a higher labor cost component, 'and reflect fewer economies of

scale, as the growth in their use that occurs comes primarily from extending service to new

neighborhoods. Given this, it is reasonable to conclude that interstate only TFP is higher than

total company TFP. The Commission failed to address these arguments in its Price Cap Review

Order, and must do so now.

The Commission selected the X factor of 6.5 percent based on an analysis of total

company results for 1985 through 1995. MCI WorldCom is currently reviewing whether the

productivity studies on which the Commission relied in setting this X factor require updating.

However, the short pleading cycle set by the Commission did not allow time for us to complete

our review. We expect to introduce further evidence on the ILECs' productivity at the earliest

possible opportunity.

Nevertheless, AT&T has filed an analysis of interstate-only TFP using the Commission's

methodology, and found that the interstate-only TFP exceeds the total company TFP for that time

period by 2.7 to 3.5 percentage points.46 The Commission should therefore raise the X factor to

46 See Ex Parte letter from AT&T to Magalie Roman Salas, dated August 11, 1998. The
analysis in that ex parte examined productivity over a number of time periods, yielding a
difference between interstate and total company productivity that varied depending on the
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at least 9.2 percent - the 6.5 percent it adopted based on total company results plus the 2.7

percent difference between interstate and total company productivity - to reflect this higher

interstate productivity, reducing rates by about $650 million.

2. The ILECs' Continuing Increase in Earnings under the Commission's TFP
based X-Factor Is Proof That Total Company TFP Is a Biased Estimator

When the Commission adopted the 6.5 percent TFP-based X factor, it stated that it

believed that measured ILEC TFP might understate achievable TFP, for several reasons. First,

ILEC historical TFP was based on the ILECs' behavior under a price cap regime that had a

sharing component. That this sharing component limited the ILECs' ability to retain for itself all

the cost savings it achieved, the FCC argued, reduced the ILECs' incentive to lower its costs and

thereby increase its measured productivity. In addition, the FCC stated that the changes in access

rate structures it adopted in its Access Reform proceeding would stimulate usage and allow the

ILECs to achieve greater economies of scale.47

The Commission's analysis used to set the 6.5 percent X factor examined the years 1985

through 1995. During that period, the ILECs faced rate of return regulation in 1985 through

1990 and thereafter were under price cap regulation, with X factors that ranged from a low of 3.3

percent (from 1991 through 1994) to a high of 5.3 percent (in 1995, if the ILEC selected the no-

sharing option). During the rate of return years, ILEC rates were targeted each year to earn the

authorized rate of return, and in general they earned fairly close to that level. In the first price

cap years, from 1991 through 1994, however, the ILECs' earnings rose by approximately 0.6

time period examined.

47 Price Cap Review Order at para. 142.
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percentage points per year. Since the Commission revised its price cap plan in 1995, rasing the

X to 5.3 percent in 1995, and raising it again to 6.5 percent in 1997, the ILECs' earnings have

continued to rise - by approximately 0.6 percentage points per year.

As much as they indicate that the Commission's price cap plan is insufficiently

constraining the ILECs' pricing, these increased earnings may be understated. They reflect the

ILECs' substantial increases in the depreciation and marketing expenses assigned to the interstate

jurisdiction.48 Depreciation expense has risen over 28 percent in the price cap years of 1991

through 1997. This is faster than the growth in Telephone Plant in Service, which has grown at

25.6 percent over the same time period. The Commission has substantially liberalized the ILECs'

ability to revise their depreciation expenses upward, and ILECs have apparently taken advantage

of that opportunity.

Marketing expense has also grown over the same time period, by 58.8 percent. These

expenses are incurred for product management, sales, and advertising activities. Even though

these activities have nothing to do with the provision of interstate access services, the

Commission's Part 36 and Part 69 rules assign a portion of these costs to Interstate Access. Thus,

the increases the ILECs have booked in Marketing and Depreciation expenses serve to further

obscure the fact that the Commission's price cap plan, by using too Iowan X factor, has allowed

the ILECs to profit significantly at the expense of ratepayers.

Clearly, the Commission's belief that the ILECs would be able to achieve greater

48 The results discussed in this section are the same whether one looks at Interstate expenses
or Total Access expenses. All growth rates are derived from data reported by the ILECs
in ARMIS 43-01, rows 1110 through 1190, columns h and t.

30



productivity if they faced a pure price cap incentive have been borne OUt.49 The question,

however, is whether the ILECs' customers or its shareholders should receive the benefit of that

greater productivity. In a truly competitive market, customers receive those productivity gains.50

Under the Commission's current price cap plan, those benefits are falling mainly to the

shareholders.

3. ILEe Shareholders Have Received the Majority of the Benefits of Price Caps

The benefits of price cap regulation to the ILECs are straightforward - it is the earnings

above their true cost of capital that they are allowed to keep as they lower their costs of providing

service. However, to quantify the benefits to the ILECs, it is important to determine what the

true cost of capital is. Price cap regulation was initiated at rates set incorporating a cost of capital

of 11.25 percent. MCI WorldCom has previously demonstrated in this docket that the ILECs' cost

of capital has been no more than 10 percent.51 As discussed infra, based on the most current data,

the ILECs' true cost of capital is now only 9.1 percent. Thus, the ILECs' earnings of 15.64

percent in 1997 represent a substantial benefit to the ILECs - almost $2.1 billion in 1997 alone.

49

50

51

The Commission's belief that the rate restructure under its access reform decision would
also stimulate demand and thereby increase productivity cannot yet be confirmed. The
rate restructure was in effect starting in 1998, and ILEC earnings results are available
only through 1997.

In a perfectly competitive market, any above-average returns a firm is able to achieve in
the short run, either because it has superior technology, access to resources, or skill in
combining the two, is competed away in the long run as other firms are able to copy those
advantages. No industry would be able to sustain continuing increases in returns, as the
ILECs have, without new entrants coming in and competing away the excess returns.

See Appendix A ofMCI Comments filed May 9, 1994, in CC Docket No. 94-1, which
found an ILEC cost of capital of 10.0 percent, and Attachment A ofMCI Comments filed
March 11, 1996 in AAD 96-28 and AAD 95-172, which found an ILEC cost of capital at
that time ofjust under 9.5 percent.
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For consumers, the benefits can also be fairly easily measured; they are the Consumer

Productivity Dividend (CPD), which is the increase in the productivity factor above the level

historically achieved by the ILEC, plus the benefits of below cap pricing. However, computing

the benefits to the consumer in this way assumes that the X factor, excluding the CPD, was set

equal to the level that the ILEC would have achieved without price cap regulation.52

For purposes of the analysis presented here, MCI WorldCom conservatively assumes that

the X-factor was set correctly in each year, and that the ILECs' cost of capital was 10 percent in

each of the years from 1991 to 1997. Even making this conservative assumption, the ILEC

TABLE 1
Cumulative Benefits of LEC Price Caps to Ratepayers and LEC Shareholders

1991 1992 1993 1994 1995 1996 1997

Total Revenue 19,102,244 20,088,670 20,678,859 21,579,818 22,170,446 23,610,118 24,044,499
Total Expenses 15,444,009 16,193,555 16,591,116 17,342,577 17,818,078 18,648,120 18,939,170
Net Return 3,658,235 3,895,115 4,087,743 4,232,013 4,462,362 4,984,994 5,115,603
Avg Net Investment 30,917,971 31,560,986 31,230,966 30,790,620 32,126,293 33,274,870 32,700,321
Rate of Return 11.83% 12.34% 13.09% 13.74% 13.89% 14.98% 15.64%

Cumlative Benefits
To Shareholders

@ cost of capital =10.00% 566,438 1,305,454 2,270,101 3,423,052 4,672,784 6,330,291 8,175,862

To Ratepayers
Consumer Productivity Dividend 47,756 198,170 455,623 830,848 1,325,269 1,967,213 2,737,921

Below Cap Pricing* 35,209 178,738 572,683 1,143,173 1,569,586 2,077,739 2,286,324
Total 82,965 376,908 1,028,306 1,974,021 2,894,855 4,044,952 5,024,246

Source: * For 1991 to 1994, USTA Ex Parte filed March 14, 1995 in CC Docket No. 94-1
For 1995 through 1997, estimated by based on data from the Tariff Review Plan in each year's
Annual Access Filing.

shareholders have received greater benefits than the ILECs' customers. As shown in Table 1, the

ILECs have received a cumulative benefit of almost $8.2 billion, while customers have received

52 It also conservatively assumes that the ILEC would not have priced below the maximum
price allowed by the rate of return rules.
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only $5.0 billion. Clearly, even if the goal of price caps is merely to provide roughly equal

benefits to shareholders and ratepayers, the current price cap plan is greatly skewed in favor of

shareholders. If the goal of price caps should be, as MCI WorldCom believes, to mimic a

competitive market, which would in the long run return all cost savings to consumers, the price

cap plan has hardly been a success.

It is not necessary to allow ILECs to retain excessive earnings - earnings above their true

cost of capital - to give them the incentive to control their costs. If the X factor were set at a

level that would allow the ILECs to achieve their cost of capital it would ensure that ratepayers

receive the full benefits they would receive under a competitive market while also ensuring that

the ILECs would receive the earnings they would receive in that competitive market. Any

earnings above that level are simply a measure of the monopoly power the ILECs retain.53

4. Increasing ILEC Earnings under Price Caps Are Even More Unreasonable
in Light of Their Declining True Cost of Capital

A properly calibrated price cap plan should mimic a competitive market - individual

companies may, in the short run, achieve supra-normal earnings, but overall the industry should

earn a normal rate of return, and the individual company should be able to sustain high earnings

only ifit continues to find ways to be more productive than the other firms in the industry.

However, the industry as a whole cannot earn supra-normal profits in the long run.

The Commission's price cap plan does not achieve this goal. While individual company

53 The ILEC earnings presented in this section reflect the earnings reported on the Form

492A by the price cap ILECs. In a sense, these earnings understate the ILECs' true
earnings, because they do not reflect the fact that the ILECs' earnings above their true
cost of capital are a cost-free source of funds to them, and thus should be recorded as a
reduction in rate base.
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results vary, overall price cap ILEC earnings have risen from their 11.25 percent target at the start

of price caps to over 15.6 percent in 1997. Based on the statements about earnings in the third

quarter of 1998 recently released by the ILECs, these strong earnings have continued, despite the

Commission's increased X factor implemented in the middle of 1997.54

If these continually increasing earnings are not enough of an indication that the

Commission's 6.5 percent X factor is not sufficient to reflect the ILECs' true productivity, they

are even more incredible when viewed in the light of the decline in the ILECs' cost of capital

since price caps began. There are several studies submitted to the Commission that show that the

ILECs' cost of capital has been no more than 10 percent for some time now. In Appendix C,

MCI WorldCom submits a study of the current ILEC cost of capital, which shows that the ILECs'

cost of capital has declined even further.

As in the cost of capital studies previously submitted, an analysis was performed using

the Discounted Cash Flow (DCF) methodology the Commission used when it arrived at the

current 11.25 percent cost of capital. The study shows that the, downward trend in the ILECs'

cost of capital has continued, with their cost of capital now standing at 9.1 percent. This has

resulted from a decline in their cost of equity to 11.4 percent, in their cost of debt to 7.1 percent,

and in the percentage of equity to 46.8 percent.

To further corroborate the reasonableness of the cost of equity computation, a cost of

capital study is performed which uses the Capital Asset Pricing Model (CAPM) to estimate the

cost of equity. The CAPM analysis assumes that the cost of equity for a firm is the return on a

54
See,~, Bell Atlantic and US West Top Expectations on Data Growth,
Communications Daily, Thursday, October 22, 1998, page 4, and SBC, Ameritech and
SNET Profits Rise in Quarter, Communications Daily, Friday, October 16, 1998, page 8.
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"risk free asset" plus an equity premium reflecting the investment risk for that firm. Using a

range ofmeasures for the risk free return and the equity premium, the CAPM analysis finds that

the cost of equity for the Regional Bell Operating Companies falls in the range of 10.2 to 11.6

percent. These results are consistent with the 11.4 percent cost of equity found in the DCF study.

Taken together, these two studies confirm that the ILECs' cost of capital has fallen significantly

since price cap regulation began, to 9.1 percent.

With the Commission's price cap plan allowing ILECs to earn 15.6 percent, and maybe

more in 1998, while the ILECs' true cost of capital has fallen to such a low level, the

Commission must adjust its productivity factor upward. Whether this is due to additional years'

data being analyzed, the use of interstate-only data, as discussed supra, an increase in the CPD, or

to a combination of these factors, the Commission must increase the X factor to ensure that

ratepayers receive the proper rate cuts.

5. The Commission must Make a One-time Adjustment to the Price Caps to
Reflect its Revised X Factor

When the Commission adopted its 6.5 percent X factor in 1997, it required the ILECs to

make a one-time adjustment to make that selection effective back to 1996. The Commission had

initially begun its review of the use of the TFP methodology in 1995, and announced at that time

that it intended to complete the review within a year. Since the review took two years, the

Commission required the ILECs to recompute their price caps 'as if the revised X factor had been

completed on schedule.

The Commission put the ILECs on notice in 1995 that it wished to move to a TFP-based

X factor. Thus, the Commission should, at a minimum, have required the ILECs to adjust their
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price caps to reflect the TFP-based X factor beginning in 1995. Making this adjustment to reflect

the Commission's 6.5 percent X factor would result in an additional rate cut of approximately

$290 million.

In addition, if the Commission adopts an interstate-only TFP factor, as MCI WorldCom

advocates here, it should adjust the price caps to reflect this. Thus, if the Commission raises the

X factor to 9.2 percent, it should make a one-time adjustment to reflect this selection back to

1995, resulting in an additional $2.6 billion rate cut.

v. Additional ILEC Pricing Flexibility at this Time Is Unwarranted and Would Have
Anticompetitve Effects

There is no evidence that further pricing flexibility would have the effect of intensifying

access competition and driving access to cost. In fact, it is more likely that the additional pricing

flexibility proposed by the lLECs would enable them to preempt the development of access

competition. Premature pricing flexibility would permit the incumbent LEC to reduce access

charges selectively in order deter new entrants, while continuing to charge above-cost access

charges in areas and for services where there are no competitive forces. By slowing the

development of competition, the additional pricing flexibility requested by the ILECs would only

exacerbate the flaws inherent in the market-based approach.

Given these dangers, the Commission should not grant additional pricing flexibility

unless there has been a clear demonstration that existing pricing flexibility is inadequate to

respond to actual competition. As MCl WorldCom and many other parties have pointed out

previously, the ILECs have generally failed to utilize their existing pricing flexibility. Even in
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the market for switched transport services, where there is, at most, only nascent competition in

some markets, the incumbent monopoly LECs have made little or no use of price cap rules that

permit geographic deaveraging of transport rates and term and volume discounts.55

First, as the table below demonstrates, all the RBOCs, with the exception ofNevada Bell

which is slightly below "cap," continue to price Common Line and Traffic Sensitive access

services as high as permissible under the Commission's price cap rules. Even for interstate

transport services, the services for which CLEC competition has been developing for nearly ten

years, all the RBOCs are either at, or near, cap.

55 In response to emerging competition, the Commission offered price cap LECs targeted
and measured pricing flexibility which would increase in response to actual competitive
conditions. In the expanded interconnection proceeding, price cap LECs were afforded the
flexibility to price their switched trunking facilities differently in up to three zones, within
existing service categories and subcategories. Expanded Interconnection with Local Telephone
Facilities, Transport Phase, Second R<aJort and Order and Third Notice of Proposed Rulemaking,
CC Docket No. 91-141, 8 FCC Rcd 7374 (1993) (Switched Trans.port Expanded Interconnection
Order). The zone subcategories have upper pricing bands of 5 percent and lower bands of 10
percent. In its Third Report and Order, released December 23, 1996, the Commission eliminated
the price cap lower service band indices, and substantially eased the requirements necessary for
the introduction ofILEC new services. Access Charge Reform, CC Docket No. 96-262 ~ ill,
Third Report and Order, 11 FCC Rcd 21354, released December 24, 1996. ILECs have also been
afforded the additional flexibility to offer volume and term discounts on switched transport.
Virtual Collocation Order, Expanded Interconnection with Local Telephone Company Facilities,
CC Docket No. 91-141, Memorandum Opinion and Order, 9 FCC Rcd 5154 (1994) ("Virtual
Collocation Order").
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56SfI t t t ARBOCP' .rIcml!: 0 n ers a e ccess ervlces

RBOC Trunking Basket Traffic Sensitive Common Line
Basket Basket

Ameritech 1.16% Below Cap At Cap At Cap

Bell Atlantic At Cap At Cap At Cap

BellSouth At Cap At Cap At Cap

SBC At Cap At Cap At Cap

Pacific Telesis At Cap At Cap At Cap

Nevada Bell 5.5% Below Cap 3.3% Below Cap At Cap

US West 1.28% Below Cap At Cap At Cap

The Commission's clear expectation was that, under the market-based approach,

competitive entry would drive ILEC prices below the cap and toward COSt.57 However, with very

few exceptions, the price cap ILECs continue to price at the maximum allowed by the price cap

index in every basket. The reductions in access charges that have occurred since the adoption of

the Access Charge Reform Order have been due entirely to the' order's limited prescriptive

measures, not to any market-based pricing discipline.

Moreover, as the tables below and in Appendix D demonstrate, none of the RBOCs are

fully utilizing their ability to deaverage access rates, or offer switched facility volume and term

discounts to their access customers.

56 Source: Ameritech Transmittal No. 1173, September 16, 1998; Bell Atlantic Transmittal
No. 1059, June 29, 1998; BellSouth Transmittal No. 467, June 29, 1998; Nevada Bell
Transmittal No. 248, July 24, 1998; Pacific Bell Transmittal No. 1997, July 28, 1998; SBC
Transmittal No. 2719, August 13,1998; USWest Transmittal No. 928, June 29, 1998.

57 The Commission has found that interstate access rates are well above cost. Access rate
declines reflecting only the rate of ILEC productivity change would not move access charges any
closer to forward-looking economic cost.
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A. Ameritech

1. Zone Structure

Ameritech has implemented Zone Structure for most DS1 and DS3 rate elements, but are

only fully utilizing the flexibility for Channel Terms (see Appendix D). The fixed portion

of Transport is the same for Zones I & 2, with Zone 3 being at a higher rate. Per-Mile

Transport, and Mux have Zone structure in place, but there are no differences among the

rates. Ameritech has broken rates out by state for several elements, but only for DSI

Fixed Transport is there any difference among the states.

2. Discount Plans

During recent filings with the FCC, Ameritech has raised almost all of the DS1 and DS3

Special access rates for services not under 60-month term plans.

B. Bell Atlantic-South

1. Zone Structure

Bell Atlantic has a zone structure in place for most rate elements, however, there are a

number of cases where there is no difference in rates among zones. From the DS1 point

of termination, the rates are the same for each zone. The same holds true of the tandem

switched transport elements and the direct trunked transport elements. BellAtlantic

South also does not use its pricing flexibility for some of the mux elements, mainly the

DS 1 to voice grade and the DS3 to DS 1 NRCs.

2. Discount Plans

Bell Atlantic offers a number of discount plans, none of which uses zone pricing
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flexibility to the fullest extent (see Appendix D). The Direct Trunked Transport elements

are available on two year, three year, five year, and seven year terms. In each case, the

rates are the same for zones 1, 2, and 3.

C. Bell Atlantic - North (NYNEX)

1. Zone Structure

NYNEX also does not utilize its pricing flexibility fully. The nonrecurring charges for

entrance facilities for DS 1s are the same across all zones in the entire region. The same is

true for the DS3s. Tandem Switched Transport elements are the same in all zones, as are

Direct Trunked Transport elements.

D. BellSouth

1. Zone Structure

BellSouth has implemented zone pricing. However, it has not fully deployed the rate

changes. Some elements have zone pricing rates if service is purchased from the term

plans, but not if it is purchased as month-to-month billing.

Month- 24-48 49-72
Element Zone to-Month Months Months
Sw. DSI EF 1 $150 $127 $124

2 $156 $127 $124
3 $161 $127 $124

Sw. DS3 EF 1 $2100 $1890 $1680
2 $2100 $1995 $1890
3 $2100 $2100 $2100
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Sp. DSI Ch. Term 1 $150 $127 $124
2 $156 $127 $124
3 $161 $127 $124

Sp. DSI Fixed Mi. 1 $90 $80 $75
2 $94 $80 $75
3 $97 $80 $75

Sp. DS1 Per Mi. 1 $23 $15 $13
2 $24 $16 $14
3 $25 $17 $15

E. Pacific Bell

1. Zone Structure

Pacific Bell has zone structure in only one (CA) of their two states (see Appendix D).

2. Discount Plans

Pacific Bell does not offer payment plans for Voice Grade/DDS, Direct Trunked

Transport, or cross-connects. Pacific Bell offers two DS1 pricing plans, however the

associated terms (~, high maximum term liabilities and minimal discounts) do not

generally warrant an lXC's, such as MCl WorldCom's, commitment.58

Pacific Bell DSI High Capacity Service Optional Payment Plan
(Discounts Offered to Customers)

Zone 1
Zone 2
Zone 3

3 Year
2.0%
1.0%
0.5%

4 Year
3.0%
1.5%
0.75%

5 Year
4.0%
2.0%
1.0%

58 The DS1Rate Stability Plan/Fiber Advantage requires commitment on an
individual circuit basis (which is an administrative nightmare for large IXCs such as MCI
WorldCom), offers minimal discounts, and imposes significant termination liabilities for early
termination.
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For DS3w, Pacific Bell offers Rate Stability Plans/Fiber Advantage, however, only for

Channel Termination charges. There are no Rate Stability Plans for DS3 MUX or

Mileage charges. Pacific Bell raised their Special Access DS1 and DS3 (per mileage for

all zones except DS3 Zone 1) rates in recent annual access filings. Pacific Bell continues

to raise other rates for which there is no competition, such as their LIDB Query rate.

F. SBC

1. Zone Structure

For switched transport, SWBT has zone structure in all states but Kansas. However, the

rate differentials are minimal. For special access, SWBT has zone structure in all five

states. However, as with switched access, there are minimal rate differentials between

zones (see Appendix D).

2. Discount Plans

SWBT does not offer any term pricing plans for flat rated switched facilities, including

entrance facilities and Direct Trunked Transport. Compared to other ILECs, SWBT's

Megalink DS3 rates continue to be relatively high.

G. US West

1. Zone Structure

USW has zone structure in 8 of their 14 states, but it does not price differently between

zones (see Appendix D). The majority oftheir end offices are in Zone three.
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2. Discount Plans

USW offers only a Rate Stability Plan, which keeps rates for Voice Grade, Entrance

Facilities, and Direct Trunked Transport services from increasing (without offering

discounts). Since January 1, 1998, access customers could no longer purchase DS3s in

packages or groups. In its 1998 annual access filing, USWest once again increased DSI

and DS3 rates significantly.

The Commission has already set conditions, which when met, and when combined with

the pricing flexibility already provided in price caps, allow the ILECs substantial pricing

flexibility. The ILECs have not yet taken advantage of the pricing flexibility that the Commission

already permits, presumably because they currently face no significant competitive threat for

access services. Therefore, no valid reason exists for the Commission to grant, or even

contemplate offering ILECs more pricing flexibility. Until ILECs demonstrate that they do not

maintain monopoly control over essential bottleneck facilities, that they are significantly

restrained or harmed by a lack ofpricing flexibility, and that effective competition exists for

access services, the Commission should not even contemplate extending increased pricing

flexibility to the ILECs.

VI. MCI WorldCom Recommended ILEC Pricing Flexibility Proposal

In the Public Notice, the Commission asks parties to update the record on pricing

flexibility issues and to comment on pricing flexibility proposals made by Bell Atlantic and

Ameritech since the release of the Access Reform Order.

._---_._--------------------------.----------



As discussed in greater detail below, the Bell Atlantic and Ameritech proposals would

grant the ILECs too much pricing flexibility too soon. These proposals are, in fact, even more

generous to the ILECs than the already-generous proposal that the Commission outlined in the

Access Reform Notice. For example, under Bell Atlantic and Ameritech's proposals, most large

price cap ILECs would obtain contract pricing authority for transport services immediately,

based on the slightest of competitive showings.

While MCI WorldCom urges the Commission to reject the Bell Atlantic and Ameritech

proposals and to abandon the original Access Reform Notice proposal, MCI WorldCom

nonetheless believes that the Commission should establish in this proceeding a framework that

will guide its evaluation of ILEC pricing flexibility requests. This framework is needed not

because the ILECs have any immediate need for additional pricing flexibility, but because the

establishment of clear standards will prevent the Commission from being burdened repeatedly

with premature requests for city-by-city and service-by-service pricing flexibility. 59

At this time, the Commission need only define a framework for transport services pricing

flexibility. Defining a framework for switched access pricing flexibility would be premature,

given that there is virtually no competition for switched access services, nor any reasonable

prospect that significant competition will develop in the foreseeable future.

59See, ~, Petition ofU S West Communications, Inc. for Forbearance, August 24, 1998, CC
Docket No. 97-158, August 24, 1998. In their comments on US West's recent petition for
nondominant treatment in the Phoenix "high capacity market," several ILECs indicated that they
planned to file similar petitions. See Comments of GTE, CC Docket No. 98-157, October 7,
1998, at 2.
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MCI WorldCom proposes a two-phase framework for transport pricing flexibility. In the

first phase, ILECs that are able to demonstrate "substantial competition" would be permitted to

file contract tariffs that are generally available to similarly situated customers. In the second

phase, ILECs that are able to demonstrate that they no longer possess market power would be

declared nondominant, permitted to remove services from price cap regulation, and would be

subject to nondominant carrier tariff rules.

A. The Commission's Pricing Flexibility Framework Should Distinguish
Between Transport and Switched Access Services

The Commission defines a relevant product market as a service or group of services for

which there are no close demand substitutes.6o To determine relevant product markets, the

Commission must consider whether, if, in the absence of regulation all carriers raised the price of

a particular service or group of services, customers would be able to switch to a substitute service

offered at a lower price.

Applying this standard, the Commission has consistently defined the "local exchange and

exchange access market" as a relevant product market.61 However, it may be appropriate, for

60See,~, In the Matter of COMSAT Corporation, File No. 60-SAT-ISP-97, Order and
Notice of Proposed Rulemakini, reI. April 28, 1998, at ~25 (Comsat Order).

611n the Matter ofApplication of WorldCom, Inc. and MCI Communications Corporation for
Transfer of Control ofMCI Communications Corporation to WorldCom, Inc., Memorandum
Opinion and Order, CC Docket No. 97-211, September 14, 1998, at '164 (WorldCom/MCI
.Qn;kr); Applications of Teleport Communications Group Inc. and AT&T For Consent to

Transfer ofControl of Corporations Holding Point-to-Point Microwave Licenses and
Authorizations to Provide International Facilities-Based and Resold Communications Services,
Memorandum Opinion and Order, CC Docket No. 98-24, Memorandum Opinion and Order,
released July 23, 1998, at '20 (AT&T/TCG Order); Applications ofNYNEX Corporation and
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pricing flexibility purposes, to treat transport and switched access services separately, where

"transport" services are defined as trunking basket services other than the TIC and switched

access services are defined as traffic sensitive and common line basket services.

Transport and switched access services may constitute distinct product markets because

dedicated access is not a realistic alternative for most switched access customers. Even if the

provision of dedicated access were competitive, it would be profitable for a carrier that has a

monopoly in the provision of switched access services to price these services above economic

cost because not enough customers would change from switched to dedicated access to make the

price increase unprofitable.

Even if transport and switched access services do not constitute separate product markets,

Commission precedent would permit separate treatment of these services for pricing flexibility

purposes. In the AT&T proceedings, the Commission defined a single domestic interexchange

market, but distinguished between business and residential services in streamlining the price cap

rules applied to AT&T.62 Furthermore, the Commission has, since the expanded interconnection

rules were adopted several years ago, distinguished between transport services and switched

access services in the degree of pricing flexibility permitted.

Distinguishing between transport and switched access services for pricing flexibility

purposes would be appropriate for at least two reasons. First, competition for switched access

Bell Atlantic Corporation for Consent to Transfer Control ofNYNEX Corporation and Its
Subsidiaries, Memorandum Opinion and Order, File No. NSD-L-96-10, August 14, 1997 at ~51
(Bell Atlantic/NYNEX Order).

62In the Matter of Competition in the Interstate Interexchange Marketplace, Rl<P0rt and Order,
6 FCC Rcd 5880,5881-5882 n.6 (1991) (Interexchan~e Order).
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services is even less developed than for transport services. Second, the competitive dynamics for

the two types of services differ significantly. The choice of supplier of switched access services

is not made by the IXC, but is a byproduct of the selection of a local service provider by the end

user. By contrast, the choice of supplier for transport services, including special access, is

typically made by the IXC (if viable competitive alternatives are available).

While the Commission should evaluate pricing flexibility requests with reference to the

transport or switched access service categories, the Commission should make clear that it may

choose to maintain stiffer regulatory safeguards for particular services within these categories.

This approach would be consistent with the precedent established by the Interexchanjl.e Order, in

which the Commission permitted "maximum streamlining" for most ofAT&T's business

services but found that streamlining of its regulation ofAT&T's analog private line serves would

not be in the public interest.63

Similar safeguards may be required for ILEC services. Today, there is little or no

competition for tandem switched transport services or for DDS, voice grade, and audio and video

circuits. It is conceivable that the Commission, after evaluating an ILEC's request for transport

services pricing flexibility, may grant such flexibility but find that existing regulatory

mechanisms remain necessary to protect customers ofparticular transport services such as

tandem switched transport, DDS, voice grade, audio, or video circuits.

63Interexchanjl.e Order, 6 FCC Red 5895-5896.
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B. Pricing Flexibility for Transport Services

Below, MCI WorldCom outlines a simple framework that the Commission should use in

evaluating ILEC requests for transport pricing flexibility.

1. Overview

The starting point for the Commission's transport services pricing flexibility framework

should be the AT&T proceedings. In 1991, after finding that AT&T faced "substantial

competition" for business services, the Commission permitted AT&T to file contract tariffs for

business services, remove business services other than analog private line services from price cap

regulation, and file tariffs on 14 days' notice without cost support.64 AT&T's business services

remained subject to the tariff filing requirement and other dominant carrier rules until the

Commission determined in 1995 that AT&T no longer possessed market power in the domestic

interexchange market.65

Based on this precedent, MCI WorldCom proposes a simple two-phase framework for

ILEC transport services. In the first phase, ILECs that are able to demonstrate "substantial

competition" would be permitted to file contract tariffs that are generally available to similarly

situated customers. In the second phase, ILECs that are able to demonstrate that they no longer

possess market power in the "local exchange and exchange access" market would be declared

nondominant, permitted to remove services from price cap regulation, and would be subject to

nondominant carrier tariff rules. This two-phase framework is not only consistent with the

64Id. at 5880.

65In the Matter ofMotion of AT&T Corp. to be Reclassified as a Non-Dominant Carrier,
Order, 11 FCC Rcd 3271 (1995) (AT&T Reclassification Order).
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AT&T precedent, but is also consistent with the approach proposed by the Commission in the

1995 Second Further Notice in CC Docket No. 94-1.66

2. Geographic Areas for Applying the Substantial Competition Standard

The Commission should in this proceeding provide guidelines for defining the geographic

areas for which the ILECs may request additional pricing flexibility under the framework

outlined above. In their comments in this proceeding and in the pricing flexibility phase of CC

Docket No. 94-1, the ILECs have suggested geographic areas as small as a wire center and as

large as a LATA.67

MCI WorldCom believes that the standard suggested in the 1995 Second Further Notice

remains appropriate: "[t]he relevant geographic market must be narrow enough to only

encompass competing access services for the same set of customers, yet be broad enough to be

administratively workable."68 MCI WorldCom suggests that 0-e Commission analyze pricing

flexibility requests with respect to a metropolitan area, such as a Metropolitan Statistical Area

(MSA) or contiguous wire centers covering an area roughly comparable to an MSA. This

geographic area definition recognizes that transport competition is likely to develop first in

metropolitan areas, and defines areas large enough to be administratively workable.

661n the Matter ofPrice Cap Performance Review for Local Exchange Carriers, Second
Further Notice of Proposed Rulemakini in CC Docket No. 94-1, 11 FCC Rcd 858,861-862
(1995) (Second Further Notice).

671d. at 914.

681d. at 911.
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3. Competitive Showing/Substantial Competition Standard

According to Commission precedent, application of the substantial competition standard

requires that the Commission examine such factors as demand elasticity, supply elasticity,

market share, and the incumbent's pricing behavior.69 For several of these factors, the

Commission should establish certain minimum requirements that ILECs would be required to

demonstrate as part of a petition for contract pricing authority. These requirements would be

designed to streamline the Commission's evaluation ofILEC petitions by establishing in advance

certain necessary, but not sufficient, indicators of "substantial competition."

i. Demand Elasticity

In examining demand elasticity for transport services, the Commission cannot simply

assume that demand elasticity is high because transport services are typically purchased by

interexchange carriers, large businesses, and other sophisticated users. A finding of high demand

elasticity requires not only that the ILEC's customers are willing to switch suppliers, but also

that they have the ability to do SO.70

As discussed earlier in these comments, customers of ILEC transport services currently

have only a limited ability to switch suppliers. First, alternative sources of supply are simply

unavailable on every route. Second, customers of transport services often do not have the ability

to switch suppliers because their high-capacity circuits are locked up in ILEC term plans.

69Interexchange Order, 6 FCC Rcd at 5887-5893.

70See, ~, Comsat Order at ,-r71 ("High firm demand elasticity indicates that customers are
willing and have the ability to switch to another service provider in order to obtain price
reductions or desired features.")
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Substantial termination liabilities make switching suppliers uneconomic. Third, inflated

nonrecurring charges and inefficient ILEC processes create substantial barriers to switching

suppliers.

Before granting an ILEC contract pricing authority, the Commission must take

affirmative steps to ensure that transport customers can actually switch suppliers. First, the

Commission should require ILECs to waive nonrecurring charges associated with the

rearrangement of transport facilities to a competitor; the ILEC should begin waiving these

charges at least one year before filing a petition for contract pricing authority. Waiving these

charges will substantially reduce artificial barriers to switching transport services suppliers.

Second, the Commission should permit "fresh look" for term plans. Fresh look is

appropriate because IXCs' decisions to enter into these term plans were based on predictions of

the likely evolution of competition and ILEC pricing under pre-1996 Act and pre-access reform

rules. To the extent that the passage of the Telecommunications Act of 1996 led to additional

CLEC investment and created additional sources of supply on some routes, and to the extent that

the rules adopted in this proceeding change the pricing structure for transport services, IXCs

should have the opportunity to avail themselves of these new competitive alternatives.

ii. Supply Elasticity

One of the most important factors in the Commission's assessment of petitions for

contract pricing authority will be its evaluation of supply elasticity. Supply elasticity refers to

the ability of suppliers in a given market to increase the quantity of service supplied in response

to an increase in price. If existing competitors have or can easily acquire significant additional

capacity, then supply elasticities tend to be high.
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In the Interexchan~e Order, in considering the extent of supply elasticity sufficient for a

showing of substantial competition, the Commission articulated a clear standard: "[t]he real issue

is whether AT&T's competitors have enough readily available capacity to constrain AT&T's

market behavior -- i.e., whether they have or could quickly acquire the capacity to take away

enough business from AT&T to make monopoly pricing by AT&T unprofitable."71 In other

words, the "issue is whether AT&T's rivals have enough readily available capacity to compete

head-to-head with AT&T on an ongoing basis for any ... customer that comes along."72

Today, competition for interstate transport services falls well short of this standard. As

discussed earlier in these comments, there has been only limited facilities-based competitive

entry with circuits terminating to a few buildings in the central business district of larger

metropolitan areas. On all other routes, there is no competitive supply at all. In general, IXCs

rarely have any significant alternatives to ILEC multiplexing, interoffice transport or channel

terminations between the end office and customer premises.

CLECs cannot "easily acquire" the capability to serve additional routes. The provision of

competitive supply for interoffice transport requires the establi,shment of collocation sites, which

take months to install and are priced well above their forward-looking economic cost.

Expanding CLEC networks to provide a competitive source of supply for the channel

terminations between the end office and customer premises is even more difficult, as it involves

the costly and time-consuming task of building out from the limited fiber rings currently in

71Interexchange Order, 6 FCC Rcd at 5888.

72Id.

52



service to thousands of high-capacity locations in each metropolitan area. Unbundled loops,

which could in theory be used to provide DS1 channel terminations, are currently not a viable

source of competitive supply because collocation space and UNEs are priced well above

forward-looking economic cost and because ILEC OSS is not functional.

In no respect is the supply elasticity for transport services comparable to the supply

elasticity in the interexchange market at the time that the Commission found that AT&T faced

"substantial competition" for business services. In the Interexchan~e Order, the record showed

that AT&T faced two national facilities-based providers that could immediately absorb 15

percent of AT&T's traffic, and could substantially increase their networks' capacity in five

months'time.73 By contrast, the ILECs' facilities-based competitors currently serve only a

limited number of locations, can absorb zero demand on most routes in the market, can provide

service to additional locations only by constructing new facilities, and can provide service to a

substantial fraction of the ILECs' transport customers only by making investments that, on a

national scale, would cost billions of dollars.

Thus, before the Commission can find that supply elasticity justifies a finding of

substantial competition, CLECs would have to develop the capability of serving a much greater

number of routes than is the case today. Under present competitive conditions, ILECs could

easily use contract pricing authority to target rate reductions to the limited number of routes for

which there is a competitive source of supply, while charging higher rates to the many similarly

situated customers served by routes for which there is no competitive source of supply.

73Interexchange Order, 6 FCC Red at 5888-89, ~46.
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In evaluating ILEC petitions for contract pricing authority, the Commission's analysis of

supply elasticity should focus in the first instance on CLECs' own facilities. As the Commission

discussed in the Second Further Notice, "[0]nce competitors have invested substantial sunk costs

necessary to participate in the access market, the existence of those facilities will deter the

incumbent from raising rates in the future. "74 For some transp?rt elements, UNEs could deter

predatory pricing by providing a less capital-intensive entry path, but only ifthey are available in

quantity and at forward-looking economic cost.

The Commission's evaluation of supply elasticity will require comprehensive analysis of

competitive conditions. While this analysis cannot be replaced by a simple checklist or "trigger,"

the Commission can streamline the process by establishing certain necessary, but not sufficient,

indicia of supply elasticity that any ILEC applying for customer-specific pricing authority would

have to demonstrate. These include:

•

•

•

•

•

Collocation priced at forward looking economic cost;

Unbundled loops available at geographically deaveraged forward looking
economic cost;

Functional OSS, permitting competitors to order elements in necessary quantities;

CLECs collocated in offices serving 90% ofDSI channel terminations in the
geographic area; and

Shared Transport UNE available.

74Second Further Notice, 11 FCC Rcd at 925.
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iii. Market Share

In the Interexchan~e Order, the record showed that AT&T's share of the business services

market was approximately 50 percent, in revenues and in minutes. The Commission found that

this market share was "not incompatible with a highly competitive market," given the supply

elasticity of AT&T's competitors and the demand-elasticity of business customers.75

Market share figures are a valuable indicator of competitors' ability to compete for the

incumbent's business. The Commission should in this proceeding establish market share

thresholds that competitors would have to attain before a market could be deemed "substantially

competitive." Drawing on the AT&T precedent, competitors should have to achieve at least a 50

percent market share in revenue terms or 50 percent of the channel terminations between end

offices and customer premises. If the ILEC has any affiliates operating in the same area, their

market share should be counted as part of the ILEC's market share.

The Commission should recognize that the transport market share measures typically

used by the ILECs are extremely misleading. When arguing that competitors have made

significant inroads, the ILECs typically report competitors' market share of "circuits" measured

on a "DSI equivalent" basis. This measure overstates CLECs' competitive inroads because it

weights the type of facility for which ILECs have faced the most competition -- entrance

facilities -- more heavily than if a revenue measure were used. When measured on a circuit basis,

entrance facilities -- typically DS3s -- count the same as 28 interoffice DS1s or DS 1 channel

terminations. But when measured on a revenue basis, entrance facilities are much less

75Interexchange Order, 6 FCC Rcd at 5889-5890.
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significant.76 A "DSI equivalent" circuit-based market share measure could obscure an ILEC's

dominance of the more significant (in terms of revenues) multiplexing, interoffice transport, and

channel terminations between the end office and the customer premises. The Commission

should not use DS I-equivalent market share measures in evaluating ILEC petitions for contract

pricing authority.

iv. Relative Cost Structures

The ILECs enjoy several cost advantages over new entrants. First, as the Commission

has observed, new entrants are attempting to enter a market that is dominated by the incumbent

provider, and may not have attracted a sufficient amount of business to achieve economies of

scale.77

Second, one of the most important factors inhibiting CAPs from expanding their

networks to serve additional buildings is the refusal ofmost landlords to allow CAPs to provide

service in their building without payment of compensation - compensation that is almost never

demanded from the ILEC. This places CAPs at a competitive disadvantage in terms of the cost

of providing service. Furthermore, the CAPs must make a difficult decision regarding the

allocation of scarce capital. Ideally, given the necessity ofpaying building owners, the CAP

would prefer to make the commitment to enter a building only after obtaining contracts to

provide service to customers in that building. But given that the process ofobtaining authority to

76The per-DS I cost of a DS3 is significantly less than the cost of aDS 1, for circuits of the
same mileage. Furthermore, mileage between the serving wire center and the end office is
typically much greater than the mileage between the IXC POP and serving wire center.

77In the Matter of Southwestem Bell Telephone Company, TariffF.C.C. No. 73, Order
Concludin2 Investi2ation and Denyin~ Application for Review, 12 FCC Rcd 19311,19337
(1997) (SWBT RFP Tariff Rejection Order).
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enter a building after signing up a new contract may take months, CAPs may risk capital by

committing to certain buildings prior to having a signed customer contract. Others will wait for

the customer contract, but the resulting lengthy time for delivery of service will make the sales

efforts more difficult.

Perhaps most importantly, the ILEC typically has significant influence over the CLEC's

cost structure. A CLEC, if it does not build to all locations using its own facilities, must use

ILEC facilities in some form if it is to offer a competitive service: it must collocate in ILEC

central offices, incurring substantial costs for collocation space and cross-connects, and order

unbundled loops or other ILEC facilities to provide a path between the end office and the

customer premises. The ILEC's control over the pricing and provisioning of these elements

gives it the incentive and ability to cripple its rivals. This is why it is essential that the

Commission not grant customer-specific pricing flexibility until the ILEC has demonstrated that

is providing these key inputs at forward-looking economic cost and in sufficient quantity.

4. Procedural Issues

An ILEC seeking contract pricing authority should be required to file a petition setting

forth the geographic area for which contract pricing authority is sought and the evidence that it

believes justifies a finding of "substantial competition"; the Commission would act on theILEC

petition within one year. The burden of proof should be on the ILEC to demonstrate the

existence of substantial competition.

5. Intermediate Pricing Flexibility Is Not Required

Existing pricing flexibility is sufficient for the ILECs to respond to levels of competition

that fall short of "substantial competition." For their transport services, the ILECs already have
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the authority to offer term and volume discounts and to deaverage their services geographically

by zone. The ILECs have also been granted pricing flexibility consistent with the "baseline"

pricing flexibility proposed in the Second Further Notice in CC Docket No. 94-1. Among the

reforms proposed in the Second Further Notice and implemented in the 1997 Third Report and

~ were the elimination of the lower pricing band and the streamlined Part 69 waiver process

for new services.78 The Second Further Notice also proposed shorter notice periods for new

services; these were implemented in the Tariff Streamlinini Order, which found that Section

204(a)(3) ofthe Act permitted the ILECs to file new services tariffs on 15 days' notice rather

than 45 days.79 In the same order, the ILECs obtained the authority to file rate reductions on only

7 days' notice, and the authority to file tariffs with cost support under confidential cover. so ILECs

now routinely file new services tariffs without public cost support.

At most, the Commission could consider simplifying the criteria governing density

pricing zones. In the Special Access Expanded Interconnection Order, the Commission stated

that LECs seeking to establish more than three zones shall be subject to increased scrutiny and

must carefully justify the number of zones proposed in their density pricing plan.S] The

Commission could consider relaxing the requirement that ILECs using more than three zones

provide added justification, by allowing the ILECs to establish up to five zones without

7SThird Report and Order at ~~305-306, 309-310.

79In the Matter of Implementation of Section 402(b)(1)(A) of the Telecommunications Act of
1996, Report and Order, 12 FCC Red 2170, 2188 (1997) (Tariff Streamlinin~Order).

SOld. at 2214.

SIIn the Matter of Expanded Interconnection with Local Telephone Company Facilities,
Report and Order and Notice of Proposed Rulemakin~, 7 FCC'Rcd 7369 at ~179 n.413.
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additional justification.82 These modified zone rules would address many of the excuses that

ILECs have used in attempting to justify their minimal use ofzone pricing flexibility.

C. There is No Need for the Commission to Establish a Switched Access Pricing
Flexibility Framework

At this time, there is no need for the Commission to establish a pricing flexibility

framework for switched access services, for three key reasons. First, there is virtually no

competition for switched access services, nor any reasonable prospect that significant

competition will develop in the foreseeable future. There remain significant barriers to entry in

the local market, making it almost impossible for any carrier other than the ILEC to offer

switched access services. As discussed earlier in these comments, the ILECs' market share of

switched access minutes remains near 99 percent.

Second, the rate structure changes adopted in the Access Reform Order have corrected the

major factor that the Commission had identified as affecting ILECs' ability to compete -- the

possible incentives that per-minute recovery ofNTS costs created for new entrants to target high-

volume users.83 The Access Reform Order increased the multiline business SLC, created the

PICC, transferred NTS local switching costs to the SLC and PICC, and set in motion a process

by which the per-minute CCL and TIC rates will be rapidly eliminated as separate rate elements.

Finally, as discussed in more detail below, many of the switched access pricing flexibility

measures that the ILECs propose, including growth discounts, geographic deaveraging of

82Because Zone I is typically very small, the ILECs should not be permitted to subdivide
Zone I without added justification.

83Access Reform Order at ~69.
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switching rates, and increasing the SBr upper limit, have no cost justification. These measures

are therefore contrary to the Commission's objective of "movUng] interstate access prices to

more economically efficient levels,"84 and would simply permit the ILECs to discriminate

unreasonably in the provision of access services or blunt the effects of any pricing pressure that

may develop.

D. The Commission Should Reject the Ameritech and Bell Atlantic Proposals

Since the release of the Access Reform Order, Bell Atlantic and Ameritech have made

pricing flexibility proposals in ex parte filings. Both ILECs propose complex three-phase pricing

flexibility mechanisms that would grant additional pricing flexibility when an ILEC satisfies

certain competitive tests. The competitive tests, and the corresponding streamlining, would vary

depending on whether the ILEC was seeking additional pricing flexibility for transport or

switched access services.

Both proposals are severely flawed. First, the Bell Atlantic and Ameritech proposals

would blunt any pricing pressures that market forces could place on the inflated level of access

charges. Both proposals are designed to maintain the ILECs' overall level of access revenues:

they permit the ILECs to target rate reductions to customers or routes subject to competition,

while at the same time increasing the rates charged where there is little or no competition.

Second, both proposals would permit the ILECs too much pricing flexibility too soon. In

the absence of competitive sources of supply, the ILECs could (1) discriminate unreasonably in

the provision of interstate transport services, thereby distorting competition in the interexchange

84Access Reform Notice at ~161.

60



market; and (2) target rate reductions in such a manner as to preempt the development of

competition for local exchange and access services.

1. The Bell Atlantic and Ameritech Proposals Would Grant Contract
Pricing Authority Prematurely

Both Bell Atlantic and Ameritech would condition contract pricing authority on

competitive tests that fall well short of the "substantial competition" standard required by

Commission precedent. For example, Ameritech asks the Commission to grant the ILECs

contract pricing authority for transport services once 100 DS1 equivalent cross-connects have

been taken in a state. Bell Atlantic asks the Commission to grant the ILECs contract pricing

authority for transport services once a competitor has facilities in wire centers serving 25 percent

of the ILEC demand in the market area. For switched access services, Ameritech proposes to

condition contract pricing authority on the existence of an interconnection agreement or

Statement of Generally Available Terms (SGAT) for UNEs, transport and termination, and

resale. As a practical matter, these "tests" are no test at all: Ameritech would receive contract

pricing authority throughout its region today, while Bell Atlantic would receive contract pricing

authority in all but a few LATAs in its region.

There is no reasonable basis for the Commission to abandon the substantial competition

standard and permit contract pricing authority based on such a limited competitive showing. The

Commission has consistently recognized that, absent substantial competition, dominant carriers

can use customer-specific pricing to discriminate unreasonably. An ILEC would, in particular,

have the ability to discriminate in favor of its own interexchange affiliate and thereby distort

competition in the interexchange market.
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Contract tariff authority at the current level of competition, or at any level of competition

less than "substantial competition," also makes it possible for the lLEC to deter entry through

targeted rate reductions. As discussed above, the Commission granted contract pricing authority

to AT&T in large part because it found that the sunk costs associated with MCl and Sprint's

extensive networks made successful predation unlikely. At the current level of competitive

entry, by contrast, an lLEC could use targeted price reductions to send a message to potential

competitors and thereby deter entry.

2. Many oftbe Pricing Flexibility Measures Proposed by the ILEes Should Not
be Permitted Prior to a Finding of Nondominance

Most of the other pricing flexibility measures that Bell Atlantic and Ameritech propose

have no cost justification, and therefore should not be permitted as long as the lLEC remains a

dominant carrier.

Growth Discounts: Growth discounts are pricing plans that offer reduced prices based on

growth in traffic placed over an incumbent LEC's network. Bell Atlantic proposes that lLECs be

permitted to offer growth discounts for transport services almost immediately, in Phase I of its

three-phase framework, while Ameritech considers growth discounts to be a Phase II measure.

The lLECs have never been able to demonstrate that there is any cost justification for

growth discounts. Such discounts are therefore more than a mechanism by which the lLEC can

discriminate in favor of its own interexchange affiliate, which is beginning service at a zero base

and whose traffic is therefore growing rapidly.

Geographic deaveraging without reference to zone structure Ameritech proposes that,

in Phase 2 of its three-phase framework, lLECs could geographically deaverage transport rates
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without reference to density zones. But such deaveraging would simply permit Ameritech to

target rate reductions to areas where it faced competition, while charging higher rates to

similarly-situated customers in areas where competition had not developed. The current rules,

which require a cost basis for the ILECs' transport pricing zones, prevent such unreasonable

discrimination.

Increasing the SBI Upper Limit Both Ameritech and Bell Atlantic's proposals would

increase the SBI upper limit to +10 percent from the current +5 percent. Ameritech would permit

this measure to take effect in Phase I of its proposal, while Bell Atlantic would permit this

measure to take effect in Phase II of its proposa1.

There is no cost justification for permitting ILEC access rates to increase by 10 percent

relative to the PCI change. There has been no demonstration that mlX ILEC rates are below

forward-looking economic cost. The rapid rate increases that would be permitted by the

proposed increase in the SBI upper limit would allow the ILECs to increase rates more rapidly

for less competitive services or in less competitive geographic areas.

Deaveraging ofLocal Switching Rates There is no evidence that there is a cost basis for

geographic deaveraging of local switching rates. No negotiation or arbitration conducted under

Section 252 of the Act has yet resulted in geographically deaveraged local switching rates.

Therefore, geographic deaveraging of local switching rates is not required for incumbent LECs to

be able to respond to new entrants. Deaveraging of local switching rates would permit the ILEC

to engage in selective access charge reductions in order to respond to competition, while

maintaining or increasing inflated local switching rates in other areas.
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3. The ILECs' Proposed "Triggers" Are Inadequate Indicators of
Competition

Both Bell Atlantic and Ameritech's competitive "triggers" focus almost exclusively on

"addressability"; they require almost no evidence of an actual competitive presence or of

significant supply elasticity. In the Bell Atlantic and Ameritech transport pricing flexibility

proposals, the only evidence of competitive entry considered by the triggers is the 100 cross-

connect requirement for Phase I. For switched access, Ameritech would require no

demonstration of actual competition; Bell Atlantic would require only that 100 UNEs be

purchased by competitors.

The competitive triggers proposed by Bell Atlantic and Ameritech are inadequate because

they provide no indication of competitors' ability to constrain ILEC pricing or prevent

anticompetitive practices. For example, Bell Atlantic would grant contract pricing authority if a

CLEC had facilities in wire centers representing 25 percent of the overall market's demand.

Obviously, the mere presence of a CLEC's fiber somewhere in the wire center says nothing about

the CLEC's ability to constrain the ILEC's transport pricing. To actually serve customers, the

CLEC would have to build extensive facilities from the existing fiber to customer locations.

Similarly, Ameritech's transport trigger requires only that a competitor have established

a collocation site in a wire center. Focusing on collocation alone ignores the fact that the

competitors do not currently have access to unbundled loops priced at forward-looking economic

cost; without unbundled loops, a collocated competitor cannot 'provide an alternative to

Ameritech's channel terminations. Ameritech's proposed trigger also fails to take into account
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the anticompetitive effects of (l) collocation and cross-connect charges that are well in excess of

cost.

Furthermore, both Bell Atlantic and Ameritech's transport triggers use "DS-l equivalent"

measures. As discussed above, "DS I-equivalent"-based triggers give disproportionate weight to

entrance facility -- the one element for which there is some competitive supply -- while obscuring

continued ILEC market power in the provision of multiplexing, interoffice transport, and channel

terminations.

The Bell Atlantic and Ameritech proposals demonstrate that simple indicators cannot be

used as a trigger when there is a significant risk of competitive harm. As the Commission

recognized in the Access Reform Notice, "the real significance of any particular competitive

presence in the marketplace often only becomes clear after analyzing several different variables

that measure competition."85 Only the type of analysis that the Commission conducted in the

AT&T proceedings -- evaluating demand elasticity, supply elasticity, market share, cost

structures, and the incumbent's pricing behavior -- can ensure that pricing flexibility is not

granted prematurely.

4. The X Factor Should Not Be Reduced As Competition Increases

Both the Bell Atlantic and Ameritech proposals call for the X-Factor to be reduced as

each phase of the pricing flexibility framework is implemented. They never explain why these

reductions in the X Factor would be appropriate, other than asserting that "[t]he X-Factor ... acts

as a disincentive for ILECs to invest additional capital into the network infrastructure."86

85Access Reform Notice at ~204.

86Ameritech ex parte.
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The X Factor should not be reduced as competition increases because there is no reason

to expect that ILEC productivity growth will slow as competition increases. Indeed, it would be

expected that competitive pressures would provide an added incentive for the ILEC to achieve

higher levels of productivity growth. The Commission rejected a similar AT&T request in 1995,

noting that AT&T had not provided "cost data ... or other information that demonstrate that it

cannot continue to match or exceed the 3 percent productivity gains in providing basic schedule

services."87

The proposed reduction in the X-Factor is just another attempt by the ILECs to blunt any

pricing pressure that may develop. If the X-Factor were reduced, the ILECs could charge higher

rates for non-competitive services for which the price cap regime was the only pricing constraint.

The ILEC could use the increased revenues from less-competitive services to offset any pricing

pressures that may develop for more competitive services.

VII. Conclusion

The "market-based" approach to access charge reform has yielded little in the way of

reform. Instead, the ILECs have done everything within their power to thwart competition and

preserve the monopoly revenue stream provided by access charges. The Commission should

now put consumers, competition, and economic growth ahead of the preservation ofmonopoly

revenues by lowering the ILECs' excessive access charges by $10 billion to their forward-

looking economic cost.

87In the Matter of Revisions to price Cap Rules for AT&T Corp., Report and Order, CC
Docket No. 93-197, 10 FCC Rcd 3009,3021 (1995).
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Given the insubstantial development of local competition, the Commission should refrain

from granting additional pricing flexibility at this time. Indeed, for most switched access

services, the near-complete lack of competition makes pricing flexibility utterly inconceivable.

However, for some transport services the Commission should establish a framework for the

evaluation of future requests for additional pricing flexibility. Within in that framework, ILECs

could receive additional pricing flexibility upon a showing of "substantial competition." No

ILEC would be treated as nondominant unless it could be shown to lack market power in the

local exchange and exchange access markets.
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Litigation and ILEC intransigence have sidetracked the development of local competition.

In this circumstance, the Commission's continued reliance on its market-based approach would

reward the ILECs for their ability to thwart the development of competition for local exchange

and exchange access services.
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RBOCs Continue to Report Monopoly Profits
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Despite Access Reform, RBOC Access
Revenue Continues to Increase
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RBOCs and GTE Have Higher Profit Margins
Than Most IXCs and Most Monopolies

1997 Net
Margin
24.7%
18.4%

12.AO,

U5 West 11.9'
8T 10.7%
Telstra 10.1%
France Telecom 9.5%
Royal KPN 8.9%
AT&T 8.7%
Telefonica 8.0%
Sprint 6.4%
Telecom Italia 6.1%
Deutsche Telekom 4.9%
MCI 4.0%
NIT 3.1%
Alcatel 2.5%
Swiss Post 1.6%
001 0.7%

Source: 1998 Fortune Global 500
RBOCs,GTE and IXes normalized for one-time charges



The RBOCs and GTE are Among The Most
Profitable Companies in the World

1997
Net "alliinCompany

35 Halifax PlC 13.4%
36 First Union 13.2%

26 Minnesota Mining 14.1%
27 Norwest 14.0%
28 Smithkline Beecham 13.8%
29 National Australia Bank 13.8%
30 Petroleos de Venezuela 13.7%
31 BankArnerica 13.6%

I '39 Bell Atlantic 12.6% I
40 Allstate 12.4%
41 Chase Manhattan 12.2%
42 Schlumberger 12.1%
43 Wells Fargo 12.0%
44 Nokia 11.9%

I 37 GTE 13.2% I
38 IRI 12.9%

I ~~ ::~south ~3::~ I

I 45 US West 11.9% I
46 Bank of Nova Scotia 11.5%
47 Philip Morris 11.2%
48 American Express 11.2%
49 Unilever NV/PLC 11.2%
50 Abbey National 11.0%

Note: RBOes and GTE normalized for one-time charges
Source: 1998 Fortune Global 500

CompaAY
1 Microsoft 30.4%
2 Petroliam Nasional Berhad 28.4%
3 Intel 27.7%
4 Sociedad Estatal De Part. Ind. 25.6%
5 Telebras SA 24.7%
6 Glaxo WeUcome 23.2%
7 Coca-Cola 21.9%
8 Merck 19.5%
9 Bristol-Myers Squibb 19.2%
10 C&W 18.4%
11 Berkshire Hathaway 18.2%
12 Pfizer 17.7%
13 Abbott laboratories 17.6%
14 lIoyds TSB 17.1%
15 Texas Instruments 17.1%
16 Novartis 16.7%
17 RAO Gazprom 16.4%
·18 First Chicago NBD 15.1 %
19 Hsbc Holdinas 14.7%

• Individually, the RBOCs and GTE all rank in Fortune's top 50 global companies
• Not one US-based IXC is in the top 50

1997
Net MalliiA



The RBOCs and GTE are Among The Most
Profitable Companies in the World

• Taken collectively and apart from the other telecoms on the Fortune list, the
RBOCs/GTE comprise the fourth most profitable business category in the world

1997 1997 1997 1817 1887 1817

IAdustI¥ Re¥. NeUAc.. N.t"I~IA IAcIuaby Re¥ NeUAc. .......re1a

1 Electronics, Semiconductors 35.6 8.8 24.6% 24 Banks: Commercial & Savings 1,243.2 49.4 4.0%

2 Computer Services and Software 26.6 4.2 15.7% 25 Building Materials, Glass 29.3 1.1 3.9%

: Pha=rEC81s 161.: 24.5 15.1% 26 Rubber and Plastic Products 44.7 1.5 3.5%

I 16.7 13.3% I 27 Publishing. Printing 47.0 1.6 3.4%RB 125.
28 Speciatist Retailers 119.3 3.9 3.2%5 Diversified Financial 97.5 9.5 9.8%

6 Beverages 83.1 8.1 9.8% 29 Aerospace 154.4 4.8 3.1%

7 Tobacco 97.0 8.4 8.7% 30 Insurance: Life, Health (stock) 425.9 13.1 3.1%

8 Soaps, Cosmelics 56.7 4.8 8.5%
31 Utilities, Gas and Electric 307.2 9.0 2.9%

9
T:~C:mU:k;IT:a:~1Il 534::

4.4
7::%

32 Motor Vehicles and Parts 1.150.8 33.6 2.9%

I 10 I 33 Insurance: Life, Health (mutual) 4108 11.9 2.9%
40.4 34 Electronics, Electrical Equip. 782.4 21.5 2.7%

11 SCientific, Photo, Control Equip. 41.0 2.8 6.9% 35 Forest and Paper Products 78.1 2.1 2.6%
12 Securities 75.7 5.1 6.8% 36 General Merchandisers 373.3 9.7 2.6%
13 lildustrial and Farm Equipment 148.3 9.1 6.1% 37 Mining, Crude-oil Production 60.5 1.5 2.5%
14 Metal Products 32.8 2.0 6.1% 38 Railroads 96.8 2.3 2.4%

'15 Entertainment 70.2 4.1 5.9% 39 Mail, Package, Freight Delivery 168.7 4.0 2.3%
16 Petroleum Refining 945.2 54.9 5.8% 40 Metals 168.9 3.1 1.9%
17 Airf 120.3 7.0 5.8% 41 Food and Drug Stores 486.4 8.8 1.8%

118 Tel::m (non·RBOe) 408.6 23.7 I 42 Hotels, Casinos, Resorts 24.8 0.4 1.4%5.8
19 Computers, Office Equipment 264.4 14.9 5.6% 43 ~olesalers 133.9 1.4 1.0%
20 Insurance: P&C (stock) 351.1 19.2 5.5% 44 Engineering, Construction 150.3 1.1 0.7%
21 Food 258.8 13.4 5.2% 45 Health Care 39.6 0.1 0.3%
22 Energy 110.5 5.0 4.5% 46 Trading 1,013.1 2.7 0.3%
23 Chemicals 294.5 12.0 4.1%

Note: RBOes and GTE normalized for one-time charges
Source: 1998 Fortune Global 500



RBOCs and Wall Street Analysts Agree That
Access Reform Has Had Little Impact on the

RBOes

U •••we were able to absorb more than half of a billion dollars in mandated rate reductions in the year
[1997] and still continue to grow and meet our 10 to 20 percent EPS target."

Raymond Smith, Bell Atlantic's Chairman and CEO -- January 21, 1998 (FY97 earnings release)

U•..our strong volumes will serve as the foundation for top-line growth in the second half of the year, as
we move past the effects of last July's access charge reductions..."

Ivan Seidenberg, Vice Chairman, President and CEO of Bell Atlantic -- July 23, 1998 (2098 earnings release)

UBeIiSouth...was not affected by mandated rate reductions as these were offset by intrastate rate
increases."

Warburg Dillon Read -- July 22, 1998



Ameritech

• Despite access reform, margins remain high
1QQA 1QQ7 1nQA 2Q98 3Q98

EBITDA margin 37.4% 39.9% 40.5% 42.8% 40.8%
Operating margin 23.5% 24.2% 24.4% 27.1% 24.8%
Net income margin 14.2% 14.7% 14.3% 16.2% 15.0%

• Earnings continue with double-digit growth

YN net income growth
YN EPS growth

t996
10.7%)
2.7%

1997
10.9%
12.0%

1Q98
10.1%
10.4%)

2Q98
11.4%
10.5%

3Q98
12.0%
11.2%

• Ameritech International Investments
Ameritech is now the largest foreign investor in European telecommunications,
with financial interests in 15 countries

Value ($B)
U97
6.2

1Q98
7.5

2Q98
8.0

Note: all figures have been normalized to exclude one-time charges



Bell Atlantic

• Margins continue to increase despite access reform

1996 1997 1Q98 2Q98 3Q98
EBITDA margin 41.2% 42.3% 44.1°,10 43.9% 44.1%
Operating margin 22.8% 24.1% 25.6°,10 25.6% 25.6°,10
Net income margin 11.9°,10 12.6% 13.7% 13.5°,10 13.8°,10

• Earnings continue to grow at double-digit rates

YN net income growth
YN EPS growth

1 - pro forma for Nynex

19961

11.3%
10.1%

1997
10.7%
10.5°,10

1Q98
11.0%
10.0%

2098
11.0%
9.7%

3098
12.7%
11.3%

Note: All figures have been normalized, and exclude one-time charges



BeliSouth

• Despite rate cuts, margins remain strong

1996 1997 1Q98 2Q98 3Q98
EBITDA margin 44.6% 45.6% 46.0% 44.3% 43.9%
Operating margin 25.1% 26.4% 26.8% 25.3% 24.9%
Net income margin 13.2% 13.6% 14.7% 14.4% 13.9%

• Earnings continue to grow at double-digit rates

. YN net income growth
YN EPS growth

1996
13.3%
12.4%

1997
11.7%
12.3%

1Q98
14.9%
14.3%

2Q98
16.7%
15.5%

3Q98
15.5%
15.5%

Note: All figures have been normalized, and exclude one-time charges



SBC

• Margins remain high despite access cuts

1QQ~ 1QQ7 10QA 2Q98 3Q98
EBITDA margin 42.6% 41.6% 43.0% 43.2°J'o 43.4%

Operating margin 25.1% 24.3% 45.8% 25.9% 26.4%
Net income margin 13.7°J'o 13.4% 14.2% 14.7% 14.6%

\

• Earnings have been accelerating

YN net income growth
YN EPS growth

1996 pro forma for Pac Bell

1996
8.7%
8.5%

1997
6.8%
5.4°J'o

1Q98
18.9%
16.7%

2Q98
19.6°J'o
18.2°J'o

3Q98
19.6°J'o
17.8%

Note: All figures have been normalized, and exclude one-time charges



·US West

• Margins remain high

1996 1997 1Q98 2Q98 3Q98
EBITDA margin 44.3% 43.3% 44.1°A> 44.2% 43.6%
Operating margin 23.2% 23.1% 24.7°A> 26.6% 25.7°A>
Net income margin 11.5°A> 11.9°A> 12.8% 12.6% 12.2°A>

• Earnings continue to grow

YN net income growth'
YN EPS growth

1996
5.1°A>
3.8%

1997
4.7%
6.1%

1Q98
5.8%
6.8°A>

2Q98
7:8%
7.0%

3098
4.1%
4.2%
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Affidavit
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Wayne Rehberger

Vice President
Network Financial Operations

MCI WorldCom, Inc.



AFFIDAVIT OF

I, Wayne Rehberger, Declare as follows:

1. I am Vice President ofNetwork Financial Management. I am responsible for managing the ten
million dollars MCI WorldCom spends annually on access charges and other line costs in order
to pay for interconnection to the incumbent local telephone companies and their competitors.
One of my chief duties is to minimize these costs while still maintaining MCI WorldCom' s
superior network.

2. Previously, I was MCl's Vice President of Corporate Planning, Analysis and Administration, a
position in which I had responsibility over MCl's Corporate Financial Planning, Real Estate,
Procurement and Facilities Planning. I have also held other positions at MCI including, Director
of Corporate Planning, Senior Manager ofAccess Cost Management and Manager of Revenue
Accounting and Reporting.

3. The purpose of my affidavit is to provide information describing the difficulties MCI
WorldCom faces in its efforts to migrate substantial amounts of traffic from the incumbent LECs
("ILECS") to alternate access providers or to build its own facilities. Specifically, I will
describe the pricing and network issues MCI WOrldCom must grapple with when it seeks to
lower its access costs by using an alternate access provider, and the obstacles imposed by the
ILECS. I will also provide information regarding the costs involved in building local facilities,
including collocation sites, and local transport networks.

4. MCI WorldCom searches for every possible opportunity to reduce the access charges we pay
to the ILECS. Given the fact that well over 40 percent of our long distance revenues are used to
pay for access interconnection to the ILECS, all opportunities to reduce costs through facilities
based alternatives (either those of a competitive access provider or our own) are closely
evaluated and pursued. Unfortunately, other than through building our own facilities, or
collocating at an ILEC central office and purchasing unbundled network elements (about which I
will have more to say later), there are simply no alternatives to ILEC switched access charges,
such as CCL, PICC, Local Switching, Residual TIC, and the End Office Port Charge. In fact, to
the extent access competition exists at all, it is confined to the area of transport. MCl's access
bills are reflective of the fact that there are few competitive access alternatives. During the first
six months of 1998, an average ofonly 3 percent.88 of MCl's total billed access charges, and far
less than one percent ofMCl's switched access minutes are with competitive access providers
("CAPs") or competitive local exchange carriers ("CLECs")..

88 In fact, this percentage is reduced to 2.4 percent when biiling with MFS and Brooks Fiber
is not included in the total.



5. In the transport arena, there are three basic components which the ILECs provide via tariffed
pricing:

• DS3 Entrance Facility Capacity
• DS3IDSI Multiplexing
• DS I and DSO Transport To Customer Locations (which the industry calls "Tail

Circuits")

6. MCI has been moderately successful in finding and implementing alternatives for DS3
Entrance Facilities, in the limited locations currently served by CAPs. Among the seven largest
ILECs, our ability to replace entrance facilities with CAPs varies widely, but on average, about
one-quarter of these facilities today utilize an alternate source of supply. While we expect to
increase that percentage in 1999, our ability to do so is constrained by the single fact that other
than the downtown areas of the largest cities, CAPs are not ser:ving most areas.

7. At the same time, virtually 100 percent of our DS3IDS I multiplexing is still with the ILEC, as
are the vast majority of our tail DSls. This is true despite a longstanding corporate policy of
utilizing less expensive sources of access facilities whenever possible.

ORDERING AND PROVISIONING DS3 ENTRANCE FACILITIES

8. The facilities-based alternatives for ILEC DS3 Entrance Facilities include either MCI
WorldCom building its own facilities to the ILEC serving wire center ("SWC") or intermediate
hub location, or leasing the facility from a CAP that is collocated in that ILEC SWC or hub.

9. "Lease v. build v. taking no action decisions" are based on economic models which consider
key cost components. In the case ofleasing a DS3 Entrance Facility from a CAP, the calculated
cost savings are measured against any new recurring charges, as well as any non-recurring
charges ("NRCs"). If the payback period is reasonably close, (typically) to six months, MCI
WorldCom is likely to proceed with the conversion to CAP facilities. When considering the
option to actually build facilities to the ILEC SWC or hub, MCI WorldCom evaluates the
required capital cost against the expected cost savings. The projects that have a favorable rate of
return are good candidates for construction.

10. Of the twenty-five percent of competitively-provided DS3 entrance facilities we utilize, only
about half were implemented by actually "rolling" them to ILEC facilities, the rest are new
facilities. This is because the ILECs make it difficult for us to "roll" circuits. Since its the
ILECS who trigger the actual movement ofcircuits that otherwise generate revenue for them, the
pace of these projects and commencement of cost savings, are often delayed.

11. For example, MCI WorldCom had planned to roll six DS3s offa Bell Atlantic OC48 and
onto the MCIMetro OC48 in White Plains, New York. The Access Service Request ("ASR")
was sent to Bell Atlantic on September 11, 1998, with a planned rollover date of October 6,
1998. However, on October 1, 1998, five days prior to the rollover date, Bell Atlantic informed
MCI WorldCom that it could not support the October 6, rollover date, because it did not send the



ASR to its downstream organization until September 28, 1998. MCI WorldCom now has to
reschedule its rollover date until November 1998, ensuring that Bell Atlantic will retain the
revenues for these DS3s for at least another month. Unfortunately, this type of behavior is not
unusual for the ILECS, and leaves MCI WorldCom with little recourse.

12. The ILECS even make submitting an ASR to rollover one or more DS3 circuits as difficult as
possible. They rely on a basic circuit management system called Trunks Integrated Record
Keeping System ("TIRKS"). In the process of engineering and planning DS3-level circuit rolls,
this system requires manual updates for all subtending DS I and DSO circuits, even though single
DS3 reconfigurations are planned. Even since 1996 when MCI attempted significant volumes of
DS3 rollovers, the ILECS have not upgraded TIRKS to accept DS3 ASRs. While MCI
WorldCom has made the needed investments in its comparable circuit management systems, our
project managers are still required by the ILECS to generate DS1 and DSO-Ievel ASRs. This is a
costly and time-consuming process for both MCI WorldCom and the ILEC, one which naturally
limits the volume ofDS3 rollovers in a given year, and maintains as much of the ILEC's
revenues for as long as possible.

13. In the same vein, the ILECS do nQ1 require these DSI and DSO ASRs for their own internal
conversions from older entrance facilities to their newer SONET transport. Nor do they require
any ASRs when implementing fiber diversity projects. These projects have no more or less
impact on the subtending DS 1 and DSO circuits than do the DS3 level rolls. Yet the ILECS
continue to hinder DS3 roll projects through arbitrary administrative processes.

14. For those ILECs which still require DSI and DSO level ASRs, (which includes all of the
ILECS other than Bell Atlantic), the IXCs are assessed non-recurring charges for each of these
circuits, even though they are not being re-engineered or moved as their own entity. These non
recurring costs are often extremely high, and do not appear to be cost-based. The result is that we
are often stopped from rolling circuits to a CAP because these high charges result in a payback
period we cannot justify.

15. For example, Table 1 lists the non-recurring rollover charges for Pacific Bell.

TABLE 1 PACIFIC BELL NON-RECURRING ROLLOVER CHARGES
A. Per Point Of Termination With No Change In The Point Of Termination

DS3
DSI
DSO

SWITCHED ACCESS
FIRST ADDITIONAL
$498 $350
$498 $350
$203 $45

SPECIAL ACCESS
FIRST ADDITIONAL
$230 $206
$230 $206

B. Per Point Of Termination With A Change In The Point Of Termination



DS3
DSI
DSO

SWITCHED ACCESS
FIRST ADDITIONAL
$696 $438
$696 $438
$429 $183

SPECIAL ACCESS
FIRST ADDITIONAL
$427 $321
$427 $321

16. It is important to note that Pacific bills rollover non-recurring charges at the level at which
the customer rolls the circuit. For example, ifMCI WorldCom rolls a circuit at the DS3 level, a
rollover per DS3 would be charged. No charge would apply to the subtending services (the DS1
circuits riding the DS3), as long as there is no change in the subtending services. However, if
MCI WorldCom were to roll at the DSI level (which we do for many ofour projects), rollover
DSI charges would apply. In this particular case, if we were to rollover a circuit at the DS3 level
with a change in the point of termination, we would be charged $696. However, if we migrated
28 DSls (which is equivalent to one DS3) with a change in the point of termination, we would be
forced to pay $12,522.

17. The situation is the same for the other ILECS. For example for switched access circuits,
Ameritech will charge a non-recurring charge of $960 for each DS1 that is rolled from its
previous location to a collocation where a CAP is located. For a fully loaded DS3 (28 DSls) this
would total to a cost prohibitive $26,880. For special access circuits, Ameritech will charge
$600 per DS3, plus $400 for each DSI that is multiplexed down to a DSO level. In addition,
Ameritech requires customers to provide an Access Service Request for all services riding the
DS3. Each DSI and DSO riding the DS3 requires an ASR and MCI WorldCom is charged an
"administrative" fee of$50 per ASR. Similarly, US West charges $297.41 for rolling over the
first switched DS1 circuit riding a DS3 facility and $10.43 for each additional DS1, while
BellSouth charges $85 for each DS1 circuit rolled to a CAP for a total of $2,380 per DS3. All of
these charges are excessive and vary so much from ILEC to ILEC that it is evident they are not
cost-based. However, they all serve to limit the opportunities MCI WorldCom has to use
competitors.

18. The use of TIRKS is also detrimental to achieving cost efficiency even for the one ILEC (Bell
Atlantic) which accepts DS3-level ASRs. While MCI WorldCom is able to submit a single ASR
to move a given DS3, Bell Atlantic still employs a staff to manually input the lower level circuit
commands into TIRKS. The result is that the data records must be "frozen" for four weeks prior
to a planned conversion data. Further, MCI WorldCom has experienced an avera~e interval of
two months after the conversion where Bell Atlantic's internal updates remain incomplete. The
impact of this is very significant. MCI WorldCom must buy additional DS3 capacity to make up
for that which cannot be used for up to 90 days due to the TIRKs limitations and ongoing manual
processes. Again, this places a naturally engineered throttle on the pace of conversions in a given
year.

19. Another limitation on MCI WorldCom's ability to move circuits results from the fact that
the ILECS have priced their DS3 circuits to ensure that customers must sign up for term discount
plans if they do not wish to pay egregiously high rates. ILECS tend to lock in their customers in



two ways, either through high non-recurring charges for signing month-to-month contracts,
and/or through extremely high Maximum Termination Liabilities ("MTLs").

20. An example of outrageously high non-recurring charges that lock in customers to long-term
contracts occurs in California where Pacific Bell charges customers a non-recurring charge of
$31,000 for signing a month-to-month contract, but "only" $3,000 for a one-year contract (as
shown in Table 2). There cannot be a cost difference of $28,000 for provisioning a DS3 circuit
for one month as opposed to one year. Price schemes such as this effectively lock in customers
such as MCI WorldCom to long-term contracts, and effectively limit the circuits we can move to
CAPs to our new or "growth" circuits.

TABLE 2

CKT

DS3 WIEQUIP

DS3 WOIEQUIP

DS3X3
WIEQUIP

DS3X3
WOIEQUIP

PACIFIC BELL DS3 NON-RECURRING CHARGES
MONTH

ZONE TO MONTH 1 YEAR 3 YEAR

1 $31,000 $3,000 $1,500
2 $31,000 $3,250 $1,625
3 $31,000 $3,500 $1,750

I $21,150 $2,000 $1,000
2 $21,150 $2,250 $1,125
3 $21,150 $2,500 $1,250

1 $56,200 $5,500 $2,750
2 $56,200 $6,000 $3,000
3 $56,200 $6,500 $3,250

1 $43,200 $4,000 $2,000
2 $43,200 $4,500 $2,250
3 $43,200 $5,000 $2,500

21. Excessive Maximum Termination Liabilities also restrict MCI WorldCom's competitive
opportunities. For example, ifMCI WorldCom were to purchase a five-year contract from Bell
Atlantic-South for 10 DS3 circuits, our monthly charge would be $2,000 per circuit or a total of
$20,000. If eight months into the contract, we are offered a lower price by a competitor, and
wish to rollover our circuits, we would have to pay a termination liability to Bell Atlantic of
$236,000.89 Even if the CAP or CLEC competitor offered a monthly discount of20 percent a

89 $236,000 is calculated from Section 6.8.22(C) of Bell Atiantic's access tariff (FCC No.1)
as follows. The monthly cost often DS3s at $2,000 per circuit is $20,000. Bell Atlantic's
termination liability would require payment of 100 percent of the monthly charge for the
difference between the time we were on the contract (8 months) and one year. Thus we would
pay 4 months x $20,000 = $80,000. In addition, we must pay 15 percent of the monthly cost for
the time difference between the length of the contract (60 months) and the number of months we



month below our Bell Atlantic monthly price ($4,000), the amount we would save in the first
year ($4,000 x 12 = $48,000) is overwhelmed by $236,000 added to our bottom line.

22. This ILEC pricing scheme has been very successful in locking in MCI WorldCom to long
term contracts. The vast majority of MCl's DS3 circuits are on long-term contracts, lowering our
access expenses, but lessening our competitive alternatives. For example, even in Chicago the
second largest city in the country, where one would expect CAP competition to be robust, if it is
succeeding anywhere, MCI still pays the ILEC approximately 90 percent of its transport costs

23. It is not all clear that this situation will change as contracts,expire. IfCLECs haven't
expanded facilities for transport to provide geographic matches of ILEC transport facilities, we
expect to have to continue our reliance on ILEC facilities despite our extreme reluctance to do so.

DE3/DSl Multiplexing

24. Even when MCI WorldCom converts Entrance Facility DS3s to built or leased alternatives,
we still continue to purchase DS3IDS1 multiplexing from the ILECS. This is done for two
reasons:

• Conversion to alternative multiplexing involves actual circuit rolls at the DS1 and
DSO levels. This enables the ILEC to assess non-recurring charges that are
approximately three times that of the non-recurring charges assessed with DS3
rollovers.

• The resultant DSI connectivity, particularly for those DS3s and multiplexing
provided by CAPs or CLECS becomes operationally complex as a third party is
required to participate in circuit activation and maintenance.

25. There are few alternatives to leasing ILEC DS3IDSI multiplexing. If we were to install
multiplexing equipment and associated cross connect frames itl collocation cages, it would
consume large amounts of floor space and simply would not be practical under existing ILEC
collocation space restrictions.

26. The continued use of ILEC multiplexing preserves a significant amount of revenues for the
ILECS. The average tariffed non-discounted monthly cost of a DS3IDS 1 multiplexer is
approximately $1000 per month. While some ILECS have modernized to DS3IDS1 multiplex
units, many ofMCI WorldCom's access DS3 circuits still terminate onto older obsolete M13
units, which have a retail average price of $6,000. In six months, the ILEC has recovered the
entire purchase price of the M13. Other than some maintenance and repair expenses, which are
small, the rest is pure profit. This level of recurring charges can only be maintained in an
environment in which the dominant ILEC provider does not fear competition. Even if this

were on the contract (8 months). Thus we must pay 15 percent of $20,000, or $3,000 for 52
months, which is equal to $156,000. Therefore, the total termination liability is $80,000 +
$156,000 = $236,000.



charge were to be discounted 30 to 40 percent by signing up for a term plan, the resulting rate is
still far in excess of the likely depreciation or operating expenses for these units.

DSI Tail Circuits
27. By definition, "Tail Circuits" are the portion of dedicated transport from the multiplexing
location discussed above to the customer's actual premise. This usually involves interoffice
transport within the ILEC network and constitutes the single largest cost element of the
aggregated costs paid to the ILEC for transport service.

28. As with OS3 entrance facilities, MCI WorldCom has few alternatives to replacing the cost of
tail circuits. We can either build transport systems to the customer's premises or lease these
facilities from CAPs or CLECs. However, because of the costs involved, this is not, for the
foreseeable future, a reasonable solution.. Other CAPs and CLECS face the same financial
barriers to providing facilities as MCI WorldCom, thus it should not be surprising that they have
be able to afford to build in limited areas.

29. Competitive choice for switched transport OSls is even less in evidence than for special
access. MCI WorldCom must use direct-trunked transport whenever possible since ILEC
tandem-switched transport is priced so high, and there are almost no existing competitive
alternatives. Once we make the decision to use direct-trunked transport, we are again confronted
with the "lease-or-buy" decision, and are almost always "forced" into long-term contracts.

30. Even when MCI WorldCom can utilize a competitive tail OSI alternative, we are sometimes
constrained by a subset of customers who insist on MCI WorldCom using the ILEC for access
transport. While this attitude may seem unreasonable to the FCC, it is a fact those of us who deal
with the network have become accustomed to facing. It exists primarily because customers have
had ILEC service for so long, they are reticent to change for fear of lost reliability or because they
simply don't trust or have had a bad experience with the CAPs. While this is changing slowly it
further limits the immediate opportunity for MCI WorldCom to reduce its access costs and hurts
new entrants into the market.

31. The only other alternative that exists to reduce tail circuit transport costs is end office
collocation for the purpose buying of buying unbundled network elements, such as unbundled
OSls or OSO loops. And while MCI WorldCom does utilize unbundled loops when possible, we
have found them overpriced in many states and in general, supported by inferior ILEC operating
support systems.

COLLOCATION
32. The initial costs paid to the ILECS for unbundled collocation cages are excessive and often
prohibitive. In New York City, the charges MCI WorldCom has paid to Bell Atlantic-North have
averaged out to $102,000 per collocated cage. With this average payment, MCI WorldCom
receives a 400 square foot fenced area, a door, lights and a power feed. With charges like these,
collocation is restricted to the end offices generating the highest levels of traffic.



33. That it is expensive for MCI WorldCom to collocate at An ILEC end office is shown by
Table 3. This table lists MCl's actual capital appropriation request for a collocation with
Ameritech in one Ameritech-region central office.

Table 3
COST
Inside Plant

MCI SAMPLE CENTRAL OFFICE COLLOCATION TOTAL COSTS
DESCRIPTION AMOUNT

Electronics and Labor at both the Ameritech and
MCI Locations $299,480

Outside Plant

Collocation

Operating

Termination
Liability

Circuit
Rearrangement

TOTAL COSTS

Construction, Splicing, Testing

Recurring and Non-Recurring charges such as floor
space, power, cross-connect, cable installation.

Year 1
Year 2 and Beyond

Right-Of-Way

31 DS3s

Non-Recurring Charge

$193,065

$48,164
$28,164

$2,096

$139,505

$13,237

YEAR 1
YEAR 2 AND SUCCESSIVE YEARS

$695,548
$30,260

34. Many end offices simply do not have space for physical collocations. In lieu of available
space, the ILECS offer only virtual collocation, which essentially prohibits MCI WorldCom from
actually gaining access to the site, but still burdens us with all diagnostic, operational and asset
management decisions. It is comparable to operating a physical collocation while wearing a
blindfold. I strongly agree with the recent comments regarding physical and virtual collocation
recently filed by TCG in Massachusetts:

Physical collocation is the more efficient and desirable approach to
interconnection for competitors. Under the physical collocation model, a CLEC
can own, install and maintain its own equipment without interference from the
ILEC. Most importantly, a CLEC is able to have much greater control over the
quality of service it provides.. .In contrast, alternative approaches, including virtual
collocation and mid-span meet arrangements, impose additional burdens on
interconnectors. For example, virtual collocation arrangements often raise
significant equipment ownership issues - most ILECS ~ncluding Bell Atlantic



require that the competing carrier turn over ownership of the collocated equipment
to the ILEC for the nominal sum of$1.00. Under such an arrangement, a CLEC is
unable to install its equipment or to access the equipment for provisioning,
augmentation or maintenance. Further, once the CLEC has turned over control of
the "virtually collocated" equipment, the parties must develop elaborate, and often
unsatisfactory, procedures for ILEC-controlled use of the equipment by the
interconnector. Virtual collocation essentially prevents a CLEC from providing as
high a quality of service as that provided by the incumbent. It also prevents a
CLEC from rapidly introducing new technology into their networks. The
introduction of each new type, or even brand, of equipment requires the CLEC to
train ILEC personnel in its use. This is not only a slow and costly process, but
eliminates much of the incentive that CLECS have to innovate. The inefficiency
and inconvenience are compounded by the fact that the ILEC charges the
interconnector for these "services." The end result is that a CLEC' competitive
advantage gained by acting quickly to incorporate new technologies is effectively
canceled.90 •

35. In addition to the cost and space constraints, collocation is also delayed by the long intervals
the ILEC allow themselves to prepare a collocation cage, and the ordering restrictions they
mandate. For example, Bell Atlantic, US West, BellSouth and Pacific have construction
intervals of 76, 90, 120 and 120 calendar days respectively, and this does not include days spent
on the application and acceptance process each ILEC requires. In addition, order restrictions,
such as the fact that BellSouth will only respond to up to three applications for space within the
same state submitted within a fifteen day business day interval, further delay collocations.91

36. Thus, it should not be surprising that there are relatively few end offices in which collocation
sites have been established. For example in the state of Illinois, CAPs and CLECS have
collocated in only 19 of the 1,052 end offices, equating to a paltry 1.8 percent. Clearly, it will
take years before competitors will be able to collocate at a meaningful number ofthe more than
23,000 ILEC central office nationwide.

BUILDING FACILITIES
37. Of course as the ILECs are quick to remind regulators, MCI WorldCom and other CLECS are
free to build our own local facilities, become a CLEC, and thereby avoid the ILEC access
networks completely. What the ILECS conveniently fail to recognize is the great expense and
the time involved in actual planning for and building facilities. For example, listed below is a
series of steps any new entrant into the local market must follow in order to provide local service:

90 Before the Massachusetts Department of Telecommunications and Energy, In the Matter of
Petition of Teleport Communications Group Inc. To Establish Collocation Procedures, D.T.E.
95-58, Petition of Teleport Communications Group Inc. To Establish Collocation Procedures,
filed on May 14, 1998, at pp. 2-3 (footnotes omitted).

91 BellSouth Master Collocation Agreement 4.1.1.



• Acquire necessary capital
• Plan and design local city networks
• Obtain right-of-ways
• Identify end offices for collocations
• Construct;

Fiber rings
Access nodes
Switch Room

• Build out facilities based on Equipment Placement Agreements with building
owners

• Install and test equipment
• Develop internal systems necessary to provide service
• Build internal interim and permanent automated systems interfaces to ILEC and

industry specifications

• Undertake customer acquisition

38. MCI WorldCom's ability to provide local service is also dependent on regulator, ILEC and
vendor actions. For example, in every city we plan to enter, we must negotiate franchise and
right-of-way agreements, obtain construction permits and provide enhanced 911 ("E911 ")
service. We must also receive local certification from the state public utility commission, file
state tariffs, and participate in cost and other proceedings.

39. We are also forced to negotiate interconnection agreements with the ILECS who have shown
conclusively that they will do everything in their power to delay our entry and have repeatedly
offered us interconnection terms and conditions that would provide themselves with a clear
competitive advantage.

40. After we finally achieve an interconnection agreement (usually through arbitration), we must
plan, establish and test interconnection, E911, operator services, directory assistance and
directory listings with each ILEC. In addition, we must apply and obtain NXXs from the ILEC
number administrator, and load each NXX number into the ILECS' and our own routing
schemes.

41. We must also deal with our vendors. We must negotiate equipment placement agreements,
and leases for switch placement, purchase switch and transport equipment, and negotiate,
establish and test access interconnection with IXCs. All in all, the process for becoming a
facilities-based competitive local provider is capital and resource intensive and takes
considerable time. It is not, as the ILECS would like the world to believe, a simple and overnight
procedure.



42. The cost involved in building a competitive local network cannot be understated, even for a
company with the resources ofMCI WorldCom. For example, planning and engineering the
routes for local network's in each metropolitan area takes millions of dollars

43. Construction costs to actually build, engineer and test facilities are equally expensive. In fact,
MCI WorldCom has estimated that the costs of serving only 18 percent of the nationwide
business market on its own facilities would cost $21 billion. And, while some may dispute this
amount, there can be no dispute that it will take years to achieve wide-spread facilities- based
local competition.

44. In sum, as I attempt to succeed in my job of reducing MCI WorldCom's access costs, my
options are few. My first choice is always to build our own facilities, but I am constrained by a
finite budget. When, I therefore turn to my second choice - the use of competitive alternatives - I
am confronted on the one hand with their limited availability, and on the other hand by ILEC
prices, terms, conditions and policies that restrict the use of alternatives even when available. In
my experience, competitive sources of supply are simply not available to the largest IXCs.



I,

I declare, under penalty ofperjury, that the foregoing is true and correct. Executed on October
~,1998.

+41~
Wayne Rehberger



Appendix C

Analysis of Rate of Return
For Local Exchange Telephone Companies

Matthew I. Kahal
Exeter Associates, Inc.



BEFORE THE

FEDERAL COMMUNICATIONS COMMISSION

RATE OF RETURN
FOR LOCAL EXCHANGE
TELEPHONE COMPANIES

Prepared for:

MCI Worldcom Inc.

Prepared by:

Matthew I. Kahal

October 1998

EXETER
Associates, Inc.

12510 Prosperity Drive
Suite 350
Silver Spring. MD 20904



RATE OF RETURN
FOR LOCAL EXCHANGE

TELEPHONE COMPANIES

A. OVERVIEW

The FCC established the currently authorized rate of return on investment, 11.25 percent,

in a 1990 rulemaking proceeding (CC Docket No. 89-624). The 11.25 percent return on

investment incorporates a return on the common equity component of about 13.2 percent and

uses the balance sheet consolidated capital structures of the Bell Regional Holding Companies.

The 13.25 percent was developed using an application of the standard Discount Cash Flow

(DCF) analysis along with several ad hoc "adders" or adjustments. These adders increase the

authorized return on equity over the cost of equity by approximately a percentage point.

Market capital costs have moderated considerably since 1990, and as a result, the FCC

believes it is time to revisit its earlier finding on rate of return for interstate access service.

Consequently, this report presents an updated cost of capital study including a DCF cost of equity

study. As was the case in the FCC's 1990 proceeding, the standard DCF model is applied to the

Regional Bell companies using 1998 market data.! Using this approach, we obtain a cost of

equity of 11.4 percent and a recommended return on rate base of 9.1 percent. If the FCC's

"adders" are included, the return on investment increases to 9.6 percent. However, as explained

!At the time of the last FCC rate of return proceeding in 1990, there were seven Regional
companies. As the result ofmerger activity, there are now five such companies.
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in this report, those adders are no longer appropriate and should not be included in a final

determination of rate of return for interstate access.

In our judgment, the DCF model remains the best single method for determining the cost

of common equity capital for the local exchange telephone industry. Nonetheless, all methods

have limitations and shortcomings, particularly when market conditions are volatile as they have

been in recent months. For this reason, this report presents additional evidence in the form of a

Capital Asset Pricing Model (CAPM) as a check on the DCF estimate. The CAPM results vary

widely depending on the inputs and assumptions, but support a range from 10.2 to 11.6 percent.

This provides a verification of the reasonableness of our DCF estimate.

The principal findings ofthis study are summarized as follows:

(1) Using the FCC's basic approach to rate of return established in CC Docket 89

624, the overall rate declines from 11.25 percent to 9.6 percent.

(2) The FCC's 11.25 percent reflects some ad hoc adjustments to the equity cost rate

which are not appropriate at this time. Excluding those adjustments, the overall

rate of return becomes 9.14 percent.

(3) Using market data for the six months ending August 1998, the DCF cost of equity

is 11.4 percent. This estimate is verified by CAPM evidence.
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(4) The average capital structure for the present five Bell holding companies is 46.8

percent common equity and 53.2 percent total debt as ofyear-end 1997.

(5) The embedded cost of debt for the Bell local exchange companies is i 1 percent

for 1997.

(6) As measured by yields on long-term utility bonds, the cost ofcapital has fallen

significantly since 1990, by nearly three full percentage points. While the cost of

equity has also fallen since 1990, that reduction is much less.

(7) Present evidence would support a reduction in overall rate of return from 11.25 to

9.14 percent.

B. GENERAL CAPITAL COST TRENDS

As background to an update of rate of return, it is useful to examine trends in capital costs

since 1990, the time of previous FCC investigation of rate of return. Table 1 presents

information on several capital market indicators (i.e., inflation rate, ten-year Treasure notes,

three-month Treasury Bills and Aa-rated utility bonds) for the time period January 1990 to

September 1998.

As this table shows, there has been a clear downward trend in capital costs since 1990. In

1990 and 1991, the inflation rate was 4 to 5 percent, and double A utility bond yields were in the
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9 to 10 percent range. Since 1992, capital costs have trended steadily downward with the

exception of 1994 through early 1995. Between mid-1995 and mid-1997 capital costs fluctuated,

with inflation averaging about 3 percent, and Aa utility bonds generally yielding about 7.5 to 8.0

percent.

Since mid-1997, there has been a further downward trending in capital costs. A number

of factors account for this trend, but above all the reduction appears to be closely linked to the

slowing of inflation. Prior to early 1997, inflation had been averaging about 3 percent. During

the latter part of 1997 and through 1998, it has slowed to about 1.5 to 2.5 percent. As a result,

double A utility bond yields have fallen below 7 percent and long-term Treasury bonds are now

yielding about 5 percent.

Table 2 provides a comparison of published utility bond yields during 1990 with 1998,

using the latest available data. During January through July 1990, Aa utility bond yields

averaged 9.63 percent. For the most recent seven months (March - September 1998), bond yields

average 6.92 percent. This is a dramatic reduction of nearly three full percentage points. While

the cost ofequity for telephone companies need not fall by the same magnitude, it is quite clear

that a substantial decline in the cost of capital has occurred.

C. UPDATED DCF ANALYSIS

In CC Docket 89-624, the FCC selected the "classic" discounted cash flow (DCF) model

as its analytical tool to estimate the cost of equity. This is the standard model which has been
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used by most state utility regulatory commissions to estimate the cost of equity for telephone

companies, as well as for electric, gas and water utilities. The fonnula utilized is:

Ke = DiP0 (1 + 0.5 g) + g, where:

Ke = cost ofequity

Do = current annualized dividend (i.e., quarterly dividend multiplied by four)

Po = stock price

g = long run rate of growth of dividends per share

The Commission applied this model to the seven Regional Bell Operating Companies (RBOCs)

as a group, recognizing that they provide the best available proxy for the local exchange

telephone companies. To obtain its finding, the Commission used published stock price and

dividend data for the first seven months of 1990.

The Commission obtained the dividend growth factor -- probably the most controversial

component of the DCF fonnula -- from Institutional Brokers Estimate System (IBES). IBES is

an investor service which conducts a survey of institutional analysts and compiles their earnings

growth rate projections, both near and long tenn. The Commission used the average five-year

growth rates published by IBES for each of the seven RBOCs.

Using this approach, the Commission obtained a DCF estimate of 12.19 percent averaged

over the seven months ending July 1990. The FCC, however, did not adopt the 12.2 percent as
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the authorized return on equity. Instead, it treated the 12.2 percent as a starting point and added

several adjustments to that result, thereby increasing this value to approximately 13.2 percent.

This study updates the cost of equity by applying the "classic" DCF formula to the

RBOCs. However, due to intervening merger activity, the original seven RBOCs are now a

group of five companies. The study begins by compiling stock price and dividend data to

calculate dividend yields. This is shown on Table 3 for each month and company for the six

months ending August 1998. Over this period and for this group, the dividend yield averages 2.9

percent.

The individual calculations are performed by first calculating the annualized dividend

(i.e., the indicated quarterly dividend multiplied by four). The stock price in a given month is the

average of the high and low for the month reported in Standard & Poor's Stock Guide. The yield

is computed as the annualized current dividend divided by the average stock price for the month.

The growth rate factor is derived from the same source as that used by the FCC -- the

IBES survey. Table 4 shows the latest long term projections ofearnings per share growth

published by IBES along with the most recent Value Line projections of earnings and dividends.

As Table 4 indicates, the IBES growth rates average 8.4 percent for this group.

Employing the classic DCF model, the cost ofequity for the RBOC group becomes:
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Ke = 2.90% (1 + 0.5(8.4)) + 8.4%

=.11.4%

The cost of equity as of mid 1998 for the RBOC group is 11.4 percent. This figure should be

utilized as the common equity return in setting the overall rate of return for interstate access

servIce.

The FCC Adders

As mentioned earlier, the FCC includes several ad hoc adjustments which collectively

add about 1.0 percentage point to the cost of equity. If included, these adders would increase the

current DCF-derived cost of equity from 11.4 to 12.4 percent.

The FCC's first adjustment recognized that there is variation in the DCF results among

the seven RBOCs around the 12.2 percent DCF average. Thus, to ensure that the generic cost of

equity finding did not fall below any RBOC's individual cost ofequity, the Commission

identified a range of 12.6 to 13.0 percent. This is equivalent to an adder of 0.4 to 0.8 percent

(Le., a midpoint of 0.6 percent).

The second adjustment pertains to the highly controversial "cellular effect" argument.

According to this argument, RBOC stock prices (and therefore dividend yields) reflect the value

of cellular telephone assets acquired by the RBOC. However, it is argued that the IBES growth

rates do not incorporate cellular earnings because the cellular earnings are almost entirely beyond

the five-year time horizon. In the extreme form, the "cellular effect" argues that standard
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application of the DCF model to the RBOCs is completely invalid. While the Commission

substantially discounted the cellular argument, it included an adjustment to recognize the

"possibility" of earnings growth understatement. At the same time, the FCC recognized that

interstate access service is somewhat less risky than non-regulated RBGC operations and

therefore a downward adjustment was needed. In combination, these two considerations (which

move in offsetting directions) increased the FCC's return on equity range by 0.2 percent.

The final adjustment was unrelated to cost of equity estimation but is merely an adder to

promote "infrastructure" development. This increases the midpoint of the range from 13.0 to

13.2 percent.

In summary, the return on equity adders are:

(1) Variation DCF results

(2) Cellular effectIRBOC risk (net)

(3) Infrastructure incentive

Total Adjustment

+0.6%

+0.2

+0.2

+ 1.0%

The three FCC adjustments are not needed and their inclusion only serves to raise the cost

of interstate access service. The first adjustment recognizes that the "classic" DCF method

produces differing results for the seven RBOCs. This could be due either to differing costs of

equity among the companies, or more likely, simply the fact that there is some degree of

randomness (i.e., "noise") in stock price and IBES survey data. Using a group of seven
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companies (or five today) is useful in that it helps to cancel out the random high/low data

fluctuations. Consequently, the overall average DCF result is the appropriate measure and an

adder reflecting intercompany differences is superfluous. With the adder for variation,

consumers on average will pay for an excessive cost of equity embedded in rates, and the LECs

will be over compensated.

The cellular argument received only limited weight in 1990 and should receive even less

today. While cellular telephone was clearly an infant industry in 1990, it has progressed

substantially and become much more firmly entrenched over the last eight years. The argument

in the 1990 case was that the IBES five-year earnings forecasts, extending at that time only to

1994/1995, did not fully recognize cellular earnings expectations. That argument is no longer

relevant today with cellular profits now becoming evident. It is highly unreasonable to argue that

the RBOC analysts at the present time (in late 1998) are overlooking the cellular profit potential

given that the IBES earnings projections extend out to the year 2003. In other words, it is not

realistic to argue that financial analysts are presently excluding the potential for cellular-related

profits in their long range earnings forecasts.

Finally, the infrastructure incentive adjustment is neither necessary nor appropriate.

Under this Commission's price cap plan, the LECs have already demonstrated their ability to

earn well in excess of the 13.2 percent midpoint return on equity, as previously noted by this

Commission. Given the fact that they may retain some or all of surplus earnings, the LECs
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already possess substantial capital investment and modernization investment incentives. The

Commission's 0.2 percent adder is not needed and is unrelated to the cost of equity.

D. CAPM COST OF EOUITY ANALYSIS

Given the recent volatility in financial markets, it is useful at this point to consider

corroborative evidence on cost of equity. Part of the corroborative evidence is simply the decline

in long-term interest rates and inflation since 1990, as shown on Table 1.2 In addition, a cost of

capital study is performed using the Capital Asset Pricing Model (CAPM). This model

hypothesizes that the cost of equity for a given company is the return on a "risk free asset" plus

an equity premium reflecting the investment risk specific to that company. This premium

reflects the risk increment which cannot be eliminated through investment diversification.

The standard CAPM formula is as follows:

Ke = Rf + b (Rm -Rr), where:

Ke = the firm's cost of equity

Rr = the risk free asset return

Rm = the rate of return on the overall stock market

b =the "beta" statistic for the company in question

2The counterargument is that the RBOC's have become riskier since 1990, and the
increased telecom risk offsets the general decline in inflation and interest rates. Information on
Tables 5 and 6 refute that view.
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Beta measures a common stock's price or market return volatility relative to that of the overall

stock market.

While the theory is well understood, there are a number of key difficulties in applying the

model and selecting the key inputs. First, the model requires an identification of the overall

stock market rate of return. Some analysts address this by conducting a stock market expected

return analysis, for example, using the DCF model. Another approach is to use the historical

after-the-fact market returns, such as those published in the Ibbotson Yearbook.3 This approach

assumes that historical returns influence investor expectations of future returns.

The second area of controversy is the risk-free rate. Some practitioners argue for the use

of long-term Treasury bond yields on the grounds that the cost of equity is a long-term concept.

Others note that long-term Treasury bonds are not risk free, but are subject to considerable

interest rate or market risk. Consequently, they argue that the only true risk free asset is the

short-term Treasury bill.

Third, there is controversy over the "beta" and how it should be quantified. Some

analysts are concerned about the reliability of beta as a prospective risk measure because it is

estimated from historical data. Also, measured betas can be volatile.

3The Ibbotson Associates 1998 Yearbook provides historical market returns computed in
different ways over the time period 1926-1997.
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Given these controversies, we have applied the CAPM methodology using a wide range

of inputs to incorporate different perspectives. To address the problems with beta, one of which

is the instability of single company betas, we utilize the average of the RBOC group. To obtain a

range, two sources of published betas are used, the Value Line Investment Survey (July 10, 1998)

and Standard & Poor's Stock Reports (August 1998). The reported betas are as follows:

Published Betas for the RBOCs

Ameritech
Bell Atlantic
BellSouth
SBC
US West

Average

Value
Line

0.95
0.95
1.00
0.90
0.70

0.90

Standard &
Poor's

0.80
0.74
0.69
0.68
0.31

Given the recent flattening of the yield curve, the selection of the risk free rate has

diminished in importance as an issue. For purposes ofthis study, we use a range of 4.5 percent

for short-term Treasury bills and 5.0 percent for long-term Treasury bonds. These yields

approximate those prevailing in credit markets as of the preparation of this report in early

October 1998.

4Since the unusually low figure for US West may distort the average, the S&P average of
0.64 is rounded up to 0.70.
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The most difficult issue is the overall stock market rate of return. Ibbotson's 1998

Yearbook identifies historic (1926-1997) average annual stock market returns of 11.0 percent

(geometric) and 13.0 percent (arithmetic). Ibbotson recommends the use of the latter for CAPM

applications. It should also be noted that over this historical time period the inflation rate

averaged 3.2 percent, somewhat above current and expected levels. Other return data which we

have examined would tend to support similar or slightly lower returns.5 For CAPM purposes, we

are employing a rather wide stock market return range of 11 to 14 percent. There appears to be

little support, however, for the 14 percent upper end.

These various inputs are combined on Table 9 which presents the CAPM calculations.

The first page employs the Value Line RBOC beta of 0.9 and obtains a cost of equity range of

IDA to 13.1 percent. The second page of Table 9, which employs the Standard & Poor's beta,

obtains a range of9.l to 11.3 percent, with an average of 10.2 percent. Focusing on these

averages, the CAPM approach provides a cost of equity range of 10.2 to 11.6 percent, which is

generally consistent with the DCF estimate of 1104 percent.

E. DETERMINATION OF THE OVERALL RATE OF RETURN

In addition to the cost of equity, the calculation of the overall return requires identifying

the capital structure and the embedded cost of debt. In CC Docket No. 89-624, the Commission

employed the actual consolidated capital structures ofthe seven RBOCs and the debt costs of the

5For example, the projections associated with Value Line's "Industrial Composite"
support a stock market return of roughly 11 to 12.5 percent.
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Bell operating companies. For purposes of developing the recommended rate of return, the same

general method is followed in this report.

In the 1990 proceeding, the FCC was concerned about the problem of "fmancial

manipulation," that is, an RBOC has the ability to move debt leverage from the balance sheet of

an operating telephone company to that of the holding company or to that of its nonregulated

subsidiaries. Such a practice would thicken the telephone company's equity ratio, and since

equity is more expensive than debt, increase the allowed overall rate of return. The use of the

RBOC capital structure would prevent that unwarranted increase in rate of return and thereby

protect consumers. In the 1990 proceeding, the FCC found that the RBOC capital structures

averaged 55.8 percent equity and 44.2 percent debt.

Table 8 presents the consolidated capital structures of the five RBOCs at December 31,

1997, the most recent year-end data available. These capitalization balances average to 46.8

percent equity and 53.2 percent debt.6 This is an average reduction in the equity ratios for these

companies of about 9 percentage points as compared to capital structures in 1989.

Table 7 presents a calculation of the embedded cost of debt based on 1997 data derived

from the ARMIS reports of the Bell operating companies. As shown on Table 7, the average

6Balance sheet data indicate a very small amount of preferred stock, 0.1 percent. For
convenience, this is included as part of common equity in the recommended capital structure.
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embedded cost of debt in 1997 was 7.14 percent. This compares to the Commission's finding of

8.8 percent in CC Docket No. 89-624, which was based upon 1989 data.

The calculation of the overall rate of return is shown on Table 10 using the 7.14 percent

embedded cost of debt, the 12/31/97 RBOC capital structure and the cost of equity estimate of

11.4 percent. Combining these data produces a 9.14 percent overall return, which is our

recommended rate of return for access service.

The middle portion of the table shows the overall rate of return assuming a return on

equity of 12.4 percent. That equity return is the 11.4 percent DCF result including the 100 basis

points for the Commission adders for cost of equity variation, cellular earnings and infrastructure

incentive. This results in a 9.60 percent overall return. As stated previously, those adders are no

longer needed or appropriate.

The bottom panel of the table shows a calculation of rate of return substituting the local

exchange company capital structure (56 percent equity, 44 percent debt) in place of the RBOC

capital structure. This is shown for comparative purposes because the LECs have argued in the

past that the RBOC consolidated capital structure should not be used. This results in a rate of

return of 9.52 percent.
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Table 1

Recent Trends in Capital Costs

Page 1 of4

Annualized 10-Year 3-Month Double A
Inflation Treasury Treasury Utility

1990 Rate Yields Bill Yields

January 5.2% 8.2% 7.6% 9.4%
February 5.3 8.5 7.8 9.6
March 5.2 8.6 7.9 9.6
April 4.7 8.8 7.8 9.8
May 4.4 8.8 7.8 9.8
June 4.7 8.5 7.7 9.6
July 4.8 8.5 7.7 9.6
August 5.6 8.8 7.4 9.8
September 6.2 8.9 7.4 9.9
October 6.3 8.7 7.2 9.8
November 6.3 8.4 7.1 9.6
December 6.1 8.1 6.8 9.4

1991

January 5.7 8.1 6.3 9.4
February 5.3 7.9 6.0 9.2
March 4.9 8.1 5.9 9.2
April 4.9 8.0 5.7 9.1
May 5.0 8.1 5.5 9.2
June 4.7 8.3 5.6 9.3
July 4.4 8.3 5.6 9.3
August 3.8 7.9 5.4 9.1
September 3.4 7.7 5.3 9.0
October 2.9 7.5 5.0 8.9
November 3.0 7.4 4.6 8.9
December 3.1 7.1 4.1 8.7



Table 1
(continued)

Recent Trends in Capital Costs

Page 2 of4

Annualized 10-Year 3-Month Double A
Inflation Treasury Treasury Utility

1992 Rate Yields Bill Yields

January 2.6 7.0 3.8 8.6%
February 2.8 7.4 3.8 8.9
March 3.2 7.5 4.1 8.8
April 3.2 7.5 3.9 8.8
May 3.0 7.4 3.8 8.7
June 3.1 7.3 3.8 8.6
July 3.2 6.8 3.4 8.5
August 3.1 6.5 3.2 8.3
September 3.0 6.4 3.0 8.3
October 3.2 6.6 2.9 8.4
November 3.0 6.9 3.1 8.5
December 2.9 6.8 3.3 8.3

1993

January 3.3 6.6 3.1 8.1
February 3.2 6.3 3.0 7.9
March 3.1 6.0 3.0 7.8
April 3.2 6.0 2.9 7.6
May 3.2 6.0 3.0 7.6
June 3.0 6.0 3.1 7.5
July 2.8 5.8 3.1 7.4
August 2.8 5.7 3.1 7.1
September 2.7 5.4 3.0 6.9
October 2.8 5.3 3.0 6.9
November 2.7 5.7 3.1 7.2
December 2.7 5.8 3.1 7.2



Page 3 of4

Table 1
(continued)

Recent Trends in Capital Costs

Annualized 10-Year 3-Month Double A
Inflation Treasury Treasury Utility

1994 Rate Yields Bill Yields

January 2.5% 5.8 3.0 7.2%
February 2.5 6.0 3.2 7.3
March 2.6 6.5 3.6 7.7
April 2.4 7.0 3.8 8.1
May 2.4 7.2 4.3 8.2
June 2.6 7.1 4.3 8.2
July 2.6 7.3 4.4 8.4
August 2.9 7.2 4.5 8.3
September 3.0 7.5 4.8 8.6
October 2.6 7.7 5.0 8.8
November 2.7 7.9 5.4 8.9
December 2.7 7.8 5.8 8.7

1995

January 2.8 7.8 5.7 8.7
February 2.9 7.5 5.8 8.5
March 2.9 7.2 5.7 8.3
April 3.1 7.1 5.6 8.2
May 3.2 6.6 5.6 7.8
June 3.0 6.2 5.5 7.5
July 2;9 6.3 5.4 7.6
August 2.6 6.5 5.4 7.7
September 2.5 6.2 5.3 7.5
October 2.8 6.0 5.3 7.3
November 2.6 5.9 5.4 7.2
December 2.5 5.7 5.1 7.0



Page 4 of4
Table I

(continued)

Recent Trends in Capital Costs

Annualized
Inflation 10-Year 3-Month Double A

1996 Rate Treasury Yields Treasury Bill Utility Yield

January 2.7% 5.7% 5.0% 7.0%
February 2.7 5.8 4.9 7.2
March 2.8 6.3 5.0 7.6
April 2.9 6.5 5.0 7.7
May 2.9 6.7 5.0 7.8
June 2.8 6.9 5.1 7.9
July 3.0 6.9 5.2 7.8
August 2.9 6.6 5.1 7.7
September 3.0 6.8 5.2 7.8
October 3.0 6.5 5.0 7.6
November 3.3 6.2 5.0 7.3
December 3.3 6.3 4.9 7.4

1997

January 3.0% 6.6% 5.1% 7.7%
February 3.0 6.4 5.0 7.6
March 2.8 6.7 5.1 7.8
April 2.5 6.9 5.2 8.0
May 2.2 6.7 5.1 7.9
June 2.3 6.5 4.9 7.7
July 2.2 6.2 5.1 7.4
August 2.2 6.3 5.1 7.5
September 2.2 6.2 5.0 7.4
October 2.1 6.0 5.0 7.3
November 1.8 5.9 5.2 7.2
December 1.7 5.8 5.2 7.1

1998
January 1.6% 5.5% 5.1% 6.9%
February 1.4 5.6 5.1 7.0
March 1.4 5.7 5.0 7.0
April 1.4 5.6 5.0 7.0
May 1.7 5.7 5.0 7.0
June 1.7 5.5 5.0 6.9
July 1.7 5.5 5.0 6.9
August 1.7 5.3 4.9 6.9
September (p) 4.8 4.7 6.7
Source: Economic Indicators, Moody's Bond Record, Federal Reserve Statistical Release.



Table 2

Yield Comparisons on
Long-Term Debt

(Moody's Aa Utility Bonds)

January 1990 9.39% March 1998 7.0%

February 9.57 April 7.0

March 9.60 May 7.0

April 9.81 June 6.9

May 9.83 July 6.9

June 9.60 August 6.9

July 9.61 September 6.7

Average(l) 9.63% Average(2) 6.92%

Source: Moody's Bond Record, page 46, September 1998.
(1) This represents the time period employed in the FCC's last rate

of return determination.
(2) This represents the most recent seven months for which a complete

set of data is available. The September 1998 figure is preliminary.



Table 3

Monthly Dividend Yields for
Bell Regional Holding Companies the

(March - August 1998)

March Apr. May June July Aug.

June 
August
Average

June 
August
Average

Ameritech 2.63% 2.61% 2.67% 2.76% 2.51% 2.55% 2.61% 2.62%
Bell Atlantic 3.15 3.17 3.25 3.27 3.40 3.53 3.40 3.29
BellSouth 2.26 2.22 2.17 2.16 2.08 2.14 2.12 2.17
SBCCommun. 2.23 2.22 2.31 2.35 2.28 2.35 2.33 2.29
US WEST 3.96 3.95 4.12 4.32 4.19 4.15 4.22 4.11

Average 2.85% 2.83% 2.90% 2.97% 2.89% 2.94% 2.93% 2.90%

Source: Standard & Poor's Stock Guide, April - September 1998.



Table 4

IBES and Value Line Projections of
Long-Term Growth Rate

of Earnings and Dividends per Share

Value Line IBES Earnings

No. of
Earnings Dividends Mean Median Estimates

Ameritech 11.5% 4.5% 8.7% 9.0% 16

Bell Atlantic 9.5 3.5 8.1 8.0 17

BellSouth 12.0 2.5 8.9 8.5 18

SBCCommun. 11.5 9.0 10.5 10.8 16

US WEST 9.0 0.0 5.7 5.9 1.8.

Average 10.7% 3.9% 8.4% 8.4% 17

Source: Institutional Brokers Estimate System, earnings estimate reports for October 1998.
Value Line Investment Survey, July 10, 1998. Value Line projections are based on
the rate of growth from 1995-1997 actuals to 2001-2003 projected.



Table 5

Risk Indicators for the
Bell Regional Holding Companies

1998 versus 1990

Julv 1998
% Non- Common

Safety Financial Utility Equity
Rating Beta StrenlZth Revenue Ratio

Ameritech 1 0.95 A+ 32% 48.8%
Bell Atlantic 1 0.95 A+ 26 40.4
BellSouth 1 1.00 A+ 15 60.3
SBCCommun. 2 0.90 A+ 17 52.6
US West -L 0.70 A+ lQ 42.7

Average 1.2 0.90 A+ 20.0% 46.7%

January 1990

Ameritech 1 0.90 A+ 15 61.5%
Bell Atlantic 1 0.85 A+ 22 58.5
BellSouth 1 1.00 A+ 23 65.0
NYNEX 1 0.90 A+ 18 60.5
Pacific Telesis 1 0.90 A+ 17 59.0
Southwestern Bell 1 0.95 A+ 18 63.5
US West -L 0.95 A+ _9_ 52.5

Average 1.0 0.92 A+ 17.4% 60.1%

Source: Value Line Investment Survey, January 10, 1998; January 19, 1990. Percent
Non-utility revenue is defined by Value Line as "other" and for SBC includes
directory advertising. For common equity ratio, see Table 8 as of 12/31/97.



Table 6

Bond Ratings Comparison
for the Bell LECs, 1990 versus 1998*

1990 1998

(1) Illinois Bell Aaa Aaa
(2) Indiana Bell Aaa Aaa
(3) Michigan Bell Aa1 Aa1
(4) Ohio Bell Aaa Aaa
(5) Wisconsin Bell Aaa Aaa
(6) Bell Atlantic-NJ Aaa Aaa
(7) Bell Atlantic-PA Aal Aal
(8) Bell Atlantic-DE Aaa Aaa
(9) Bell Atlantic-MD Aa3 Aa2
(10) Bell Atlantic-VA Aaa Aaa
(11) Bell Atlantic-D.C. Aa3 Aa3
(12) Bell Atlantic-WVA Aa3 Aa2
(13) Southern Bell Aaa N.A.
(14) South Central Bell Aaa Aaa
(15) New York Telephone Al Al
(16) New England Tel. Aal Aa2
(17) Pacific Tel. Aa3 Al
(18) Nevada Bell NA N.A.
(19) Southwestern Bell Aa3 Aa3
(20) Mountain States Aa3 Aa3
(21) Northwestern Bell Aa3 Aa3
(22) Pacific Northwest Bell Aa3 Aa3

*Ratings are the highest indicated for a company's senior debt.
Source: Moody's Bond Record, March 1990 and September 1998 issues.



Table 7
Average BOC Capital Structure and Debt Cost, 1997

($000)

DEBT Total EQUITY

Interest Cost Total Debt Equity

Commmy B~jdlal End. Bal. Average on Debt of Debt Beg. Bal End. Bal. Average Capital Ratio Ratio

Ameritech

Illinois 1,819,785 2,110,327 1,965,056 118,556 0.06033 1,321,224 1,403,581 1,362,402 3,327,458 0.59056 0.40944

Indiana 288,384 274,784 281,584 18,293 0.06496 658,358 686,836 672,597 954,181 0.29511 0.70489

Michigan 1,247,721 1,156,845 1,202,283 84,461 0.07025 1,393,137 1,467,013 1,430,075 2,632,358 0.45673 0.54327

Ohio 911,253 1,026,113 968,683 65,762 0.06789 911,975 947,771 929,873 1,898,556 0.51022 0.48978

Wisconsin 452,819 500,865 476,842 30,811 0.06461 538,426 556,092 547,259 1,024,101 0.46562 0.53438

Bell Atlantic

DC 291,202 253,207 272,204 20,121 0.07392 412,058 464,616 438,337 710,542 0.38309 0.61691

Delaware 134,636 151,548 143,092 9,795 0.06845 202,000 206,794 204,397 347,489 0.41179 0.58821

Maryland 1,035,854 1,100,381 1,068,118 71,786 0.06721 1,440,941 1,290,088 1,365,514 2,433,632 0.43890 0.56110

New England 2,176,987 2,182,943 2,179,965 151,775 0.06962 3,208,128 3,171,236 3,189,682 5,369,647 0.40598 0.59402

New Jersey 1,531,170 1,694,666 1,612,918 112,737 0.06990 2,332,170 2,122,778 2,227,474 3,840,392 0.41999 0.58001

New York 3,937,706 3,832,857 3,885,282 354,228 0.09117 4,736,261 4,504,160 4,620,210 8,505,492 0.45680 0.54320

Pennsylvania 1,635,373 1,698,460 1,666,916 121,621 0.07296 2,265,440 1,987,374 2,126,407 3,793,324 0.43943 0.56057

Virginia 1,002,973 1,060,819 1,031,896 71,596 0.06938 1,234,493 1,074,207 1,154,350 2,186,246 0.47199 0.52801

West Virginia 264,708 264,712 264,710 18,746 0.07082 371,526 374,364 372,945 637,655 0.41513 0.58487

Bell South 8,153,523 8,031,021 8,092,272 548,595 0.06779 10,956,042 10,872,273 10,914,158 19,006,430 0.42576 0.57424

SBC

Nevada 94,694 102,453 98,574 8,302 0.08422 131,051 119,860 125,456 224,029 0.44000 0.56000

Pacific 5,668,990 5,853,274 5,761,132 477,668 0.08291 7,256,863 6,219,442 6,738,152 12,499,284 0.46092 0.53908

Southwestern 5,189,286 5,472,538 5,330,912 369,802 0.06937 6,859,107 6,767,301 6,813,204 12,144,116 0.43897 0.56103

US West 6,359,315 5,660,216 6,009,766 430,153 0.07158 7,849,900 7,852,592 7,851,246 13,861,012 0.43357 0.56643

TOTAL 42,196,379 42,428,029 42,312,204 3,084,808 0.07144 54,079,1 00 52,088,378 53,083,739 95,395,943 0.44003 0.55997

Source: ARMIS 43-02 (1996 and 1997).



Table 8

Consolidated Capital Structures of the
Bell Regional Holding Companies

December 31, 1997
(million $)

Short-Tenn Long-Tenn Preferred Common Total
Debt(J) Debt Stock Equity Capital

Ameritech $3,036 $4,610 $0 $8,308 $15,954
19.0% 28.9% 0% 52.1% 100%

Bell Atlantic $6,343 $13,265 $201 $12,789 $32,597
19.5% 40.7% 0.6% 39.2% 100%

BellSouth $3,706 $7,348 $0 $15,165 $26,219
14.1% 28.0% 0% 57.8% 100%

SBC $1,953 $12,019 $0 $9,892 $23,864
8.2% 50.4% 0% 41.5% 100%

US WESr2
) $626 $5,020 $0 $4,199 $9,845

6.4% 51.0% 0.0% 42.7% 100%

Average 13.4% 39.8% 0.1% 46.7% 100.0%

(I) Short-tenn debt includes the current portion of long-tenn debt.
(2) Based on balance sheet ofU S WEST Communications Group.
Source: Company Annual Reports for 1997.



Table 9

CAPM Calculations Based on
Value Line Betas

Assumptions

(1) Treasury bond yield = 5.0%

(2) Treasury bill yield = 4.5%

(3) Beta = 0.90 (Value Line, July 10, 1998)

(4) Stock market expected return = 11% to 14%

A. CAPM Using Treasury Bond Yield as the Risk-Free Rate

~ = 5.0 + 0.90 (11.0 - 5.0) = 10.4%

K.: = 5.0 + 0.90 (12.0 - 5.0) = 11.3%

K.: = 5.0 + 0.90 (13.0 - 5.0) = 12.2%

Ke = 5.0 + 0.90 (14.0 - 5.0) = 13.1%

B. CAPM Using Treasury Bill Yield as the Risk-Free Rate

~ = 4.5 + 0.90 (11.0 - 4.5) = 10.4%

K.: = 4.5 + 0.90 (12.0 - 4.5) = 11.3%

~ = 4.5 + 0.90 (13.0 - 4.5) = 12.2%

Ke = 4.5 + 0.90 (14.0 - 4.5) = 13.1%

Average of the eight studies = 11.6% (w/o the 14% market return CAPM calculations

average to 11.2%)



Table 9 (cont'd.)

CAPM Calculations Based on
Standard & Poor's Betas

Assumptions

(1 ) Treasury bond yield = 5.0%

(2) Treasury bill yield =4.5%

(3) Beta = 0.70 (Standard & Poor's, August 1998)

(4) Stock market expected return = 11% to 14%

A. CAPM Using Treasury Bond Yield as the Risk-Free Rate

Ke = 5.0 + 0.70 (11.0 - 5.0) = 9.2%

Ke = 5.0 + 0.70 (12.0 - 5.0) = 9.9%

Ke = 5.0 + 0.70 (13.0 - 5.0) = 12.2%

Ke = 5.0 + 0.70 (14.0 - 5.0) = 11.3%

B. CAPM Using Treasury Bill Yield as the Risk-Free Rate

Ke = 4.5 + 0.70 (11.0 - 4.5) = 9.1%

Ke = 4.5 + 0.70 (12.0 - 4.5) = 9.8%

Ke =4.5 + 0.70 (13.0 - 4.5) = 10.5%

Ke = 4.5 + 0.70 (14.0 - 4.5) = 11.2%

Average of the eight studies = 10.2% (w/o the 14% market return CAPM calculations
average to 9.9%)



Table 10

Calculation of Overall
Cost of Capital

Recommended Return

Capital %of Cost Weighted
Tvpe Total(2) Rate Cost

Common Equity 46.8% 11.4% 5.34%

Total Debt 53.2 1.14(1) 3.80

Total 100% 9.14%

Return Including FCC "Adders"

Capital %of Cost Weighted
Tvpe Total(2) Rate Cost

Common Equity 46.8% 12.4%(4) 5.80%

Total Debt 53.2% 7.14%(1) 3.80

Total 100% 9.60%

Return Based Upon ARMIS 1997 Capital Structures

Capital %of Cost Weighted
Type Total(3) Rate Cost

Common Equity 56.0% 11.4% 6.38%

Total Debt 44.0% 7.14%(1) 3.14

Total 100% 9.52%

(1)

(2)

(3)

(4)

Cost of debt is based upon 1997 data. See Table 7.
Capital structure is based on the five RBOCs at December 31, 1997.
Source: Table 7.
Based on DCF analysis plus the FCC "adders" to the DCF results in CC Docket No. 89-624.



Appendix D

RBOC Pricing Inform.ation



Ameritech Pricing Information



FACILITY

CktT..... C T 1_1- Usee M_1v OPP1Z_ OPPZ4Mo 0 opp 10 Mo . OCP36_ DCP£OMo
OOSALL CHAN TERM AlL AlL T8ECS S 87.00 S 88.00 S 78.311 S 70.56 S 88.<17 116.40 S 78.85 S 7470

OOSALL MLGTERM AlL ALL CM8 S 14.50 S 13.25 S 12.20 S 11.41 S 11.11 10.118 S 12.81 S 11.94
ODSALL PER MILE AlL AlL 1L5XX S 1.15 S 1.08 S 0.118 S 0.118 S 0.13 0.111 S 0.118 S 0.13
DSll2.4 CHAN TERM II. AlL T8ECS S 1311.00 S · S · S · S - · S · S -
DS02.4 CHAN TERM IN AlL T8ECS S 1M.00 S · S · S · S - · S S
DSll2.4 CHAN TERM MI AlL TlECS S 1311.00 S S S · S · S S
DSll2.4 CHAN TERM OH AlL TlECS S 1311.00 S · S - S - S · S S
DS02.4 CHAN TERM WI AlL T8ECS S 117.30 S S S · S S S
DSll2.4 MLGTERM II. AlL CM8 S · S - S · S S S S
DS02.4 MLGTERM IN AlL CM8 $ · S · S · S · S · S S -
DS02.. MLGTERM MI ALL CM8 S · S · S - S - S - S - S
DS02.4 MLGTERM OH ALL CMI S · S · S · S · S · - S - S
DS02.4 MLGTERM WI ALL CM8 S - S · S · S · S · · S S
DS02.4 PER MILE II. AlL 1L5XX S 1.85 S - S · S · S · - S S
DS02.4 PER MILE IN ALL 1L5XX S 2.45 S · S · S · S - · S S
DS02.• PER MILE MI AlL 1L5XX $ 1.85 S - S · S · S · · $ S
DS02.4 PER MILE OH ALL 1L5XX S 2.511 S · S · S - S - S · S S
DSll2.4 PER MILE WI ALL 1L5XX S 1.85 S · $ · S S · S · S S
OS04.8 CHAN TERM IL ALL T8ECS S 1311.00 S S S S - S $ · S
0S04.8 CHAN TERM IN AlL T8ECS $ 1311.00 S S S S S S · S
0504.8 CHAN TERM MI AlL T8ECS S 1311.00 S S S S - S S
0S04.8 CHAN TERM OH AlL T8ECS S 1311.00 S S · S S S S
0S04.8 CHAN TERM WI AlL T8ECS S 177.43 $ · $ · S · · S S S
0S04.8 MLGTERM IL ALL CM8 $ · S · · S S - S - S
0S04.8 MLGTERM IN ALL CM8 $ · S · · S · · $ - S S
0S04.8 MLGTERM MI ALL CM8 S · S · · S · · S · S S -
0S04.8 MLGTERM OH ALL CM8 S S · · S · - S S S ·
0S04.8 MLGTERM WI ALL CM8 S S $ · S $ S
0S04.8 PER MILE IL ALL 1L5XX S 1.85 S · S S S S
0S04.8 PER MILE IN ALL 1L5XX S 2.45 S · S S S S -
DS04.8 PER MILE MI AlL 1L5XX S 1.85 S S S S - S -
0S04.8 PER MILE OH AlL 1L5XX $ 2.511 S · S $ S · S ·
0S04.8 PER MILE WI AlL 1L5XX S 1.85 S · S S · S - S
DS058 CHAN TERM IL AlL T8ECS $ 243.33 S · - S S · S S
DS058 CHAN TERM IN ALL T8ECS S 215.00 S · · S - - S S - S
DS058 CHAN TERM MI AlL T8ECS $ 215.00 S · S · S - S · S S
DS058 CHAN TERM OH ALL T8ECS S 215.00 S - S · S $ · S · $ S
DS058 CHAN TERM WI ALL T8ECS S 2S8.53 $ · S · $ · S · S S $ ·
DS058 MLGTERM II. ALL CM8 S · S S · S S - S S S ·
DS058 MLGTERM IN ALL CM8 S - S S S S · S S S ·
0S056 MLGTERM MI AlL CM8 S S · S S S · S S - S -
0S056 MLGTERM OH ALL CM8 S S S · S S S S S ·
DS058 MLGTERM WI AlL CM8 S $ S - $ S $ $ - S
DS058 PER MILE IL ALL 1L5XX S 3.85 S - S · S · S - S - S S
DS058 PER MILE IN AlL 1L5XX S 3.85 S S · S · S S S S ·
DS058 PER MILE MI AlL 1L5XX S 3.85 S - S · S - S S S S
DS058 PER MILE OM ALL 1L5XX $ 3.85 S - S · S - S · S - S $
DS058 PER MILE WI ALL 1L5XX S 3.85 S · S - S S - S - S S
DS09.8 CHAN TERM II. ALL T8ECS S 145.00 S - S - S · S - S · S · S
0S09.8 CHAN TERM IN ALL TeECS S 145.00 S · S S S - S S S -
0S09.8 CHAN TERM MI ALL T8ECS S 145.00 S S $ S · $ S S -
0S09.6 CHAN TERM OH ALL TlECS S 145.00 S S $ S · S · S S ·
0S09.8 CHAN TERM WI ALL TECS S 2D2.n S S - S S S $ S -
0S09.6 MLGTERM IL ALL CM8 S S S S S S - S · S
0S09.8 MLGTERM IN ALL CM8 S S S S S S S - S -
0S09.8 MLGTERM MI AlL CM8 S - S S · S S S - S S -
0S09.6 MLGTERM OH ALL CM8 S S S - S · S S · S · S
0SlllI.8 MLGTERM WI AlL CM8 S - S S · S S S · S - S
0S09.8 PER MILE IL ALL 1L5XX S 1.78 S - S - S S S - S S
0S09.8 PER MILE IN ALL 1L5XX S 2.45 S · S S S S · S S
0S09.6 PER MILE MI ALL 1L5XX S 1.78 S S S - S - S · S S
0S09.8 PER MILE OH ALL 1L5XX S 2.511 S S S $ · S S S
0S09.8 PER MILE WI ALL 1L5XX S 1.78 S S S S - S S S ·
OS1 CHAN TERM ALL 1 TZ4X1 S 225.00 S 205.00 S 158.00 S 124.58 S 122.00 S 112.50 S 134.87 S 127.38
CSt CHAN TERM ALL 2 TZ4X2 S 231.00 S 211.00 S 184.00 S 128.71 S 128.00 S 118.25 S 1311.38 S 131.82
OS1 CHAN TERM AlL 3 TZ4X3 $ 244.00 S 224.00 S 178.00 $ 138.40 $ 138.00 $ 125.00 S 1411.85 $ 141.53
DS1 MLGTERM IL 1 CZ4X1 $ 81.00 $ 71.00 $ 81.00 $ 37.11I $ 34.00 S 24.110 $ 47.118 $ 38.78
OS1 MLGTERM IL 2 CZ4X2 $ 81.00 $ 71.00 S 81.00 $ 37.11I $ 34.00 $ 24.80 $ 47.118 $ 38.78
OS1 MLGTERM IL 3 CZ4X3 $ 81.00 S 71.00 S 81.00 S 47.45 S 47.00 $ 42.51 S 51.81 S 48.74
OS1 MLGTERM IN 1 CZ4X1 $ 81.00 S 71.00 S 85.00 S 37.811 S 37.00 S 24.80 S 47.118 S 38.78
CSt MLGTERM IN 2 CZ4X2 S 81.00 S 71.00 S 85.00 S 37.811 S 37.00 S 24.80 S 47.119 S 38.78
OS1 MLGTERM IN 3 CZ4X3 S 81.00 S 71.00 S 85.00 S 52.70 S 51.00 S 411.80 $ 55.80 S 51.70
OS1 MLGTERM MI 1 CZ4X1 $ 81.00 $ 71.00 $ 85.00 $ 37.11I S 37.00 $ 24.80 S 47.118 S 38.78
OS1 MLGTERM MI 2 CZ4X2 S 81.00 S 71.00 S 85.00 S 37.811 $ 37.00 S 24.80 S 47.118 $ 38.78
OS1 MLGTERM MI 3 CZ4X3 S 81.00 S 71.00 $ 85.00 S 52.70 $ 51.00 S 411.80 S 55.80 $ 51.70
OS1 MLGTERM OH 1 CZ4X1 $ 81.00 S 71.00 S 85.00 $ 37.11I S 37.00 S 24.80 $ 47.119 S 38.78
OS1 MLGTERM OM 2 CZ4X2 S 81.00 S 71.00 S 85.00 S 37.11I S 37.00 S 24.80 S .7.118 $ 38.78
OS1 MLGTERM OH 3 CZ4X3 S 81.00 S 71.00 $ 85.00 S 52.70 S 51.00 $ 411.110 $ 55.80 S 51.70
OS1 MLGTERM WI 1 CZ4X1 $ 81.00 S 71.00 S 85.00 S 37.11I S 37.00 $ 24.80 $ 47.811 S 38.78
OS1 MLGTERM WI 2 CZ4X2 S 81.00 S 71.00 S 85.00 S 37.11I S 37.00 $ 24.110 S 47.119 S 38.78
OS1 MLGTERM WI 3 CZ4X3 S 81.00 S 71.00 S 85.00 S 52.70 S 51.00 S 411.80 $ 55.80 S 51.70
OS1 MUX ALL 1 QMVX1 S 3110.00 S 370.00 S 322.00 $ 2511.25 S 2411.00 $ 244.00 S 274.50 S 2511.25
OS1 MUX ALL 2 QMVX2 S 3110.00 S 370.00 $ 322.00 S 2511.25 S 2411.00 S 244.00 S 274.50 S 2511.25
OS1 MUX ALL 3 QMVX3 S 3110.00 S 370.00 S 322.00 S 2511.25 S 2411.00 S 244.00 S 274.50 $ 2511.25
OS1 PER MILE ALL 1 1VlX1 $ ~.OO S 23.00 IS 22.00 S 15.82 1£ 15.00 . £ 13.84 IS 18.88 IS 17.85
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DS1 PER MILE ALL 2 1VZX2 S 25.00 S 23.00 S 22.00 S 15.82 S 15.00 S 13.a. S 18.88 S 17.85
DS1 PERMlLE ALL 3 1VZX3 S 2S.DO S 23.DO S 22.DO S 15.12 S 15.DO S 13.114 S 18.88 S 17.85
DS3 CHAN TERM IL 1 PCQ31 S 2.070.00 S 070.00 S 1780.00 S 855.00 S 734.00 S eoe.OO S S
DS3 CHAN TERM IL 1 CZ4X1 S 375.DO S 350.00 S 324.10 S 21111.44 S 2llO.13 S 281.12 S S
DS3 CHAN TERM L 2 PC032 S 2.1••00 S 2.1•.00 S 1811.00 S llO1,OO S 775.00 S 1143.00 S S
DS3 CHAN TERM L 2 CZ4X2 S 375.00 S 350.00 S 324.10 S 21111.44 S 2llO.13 S 281.12 S · s ·
DS3 CHAN TERM Il 3 PC033 S 2.3OO.DO S 2.300.00 S 1ll55.oo S ll33.00 S 804.DO S llll8.00 S · S ·
DS3 CHAN TERM IL 3 CZ4X3 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.12 S S ·
DS3 CHAN TERM IN 1 PCG31 S 2.070.DO S 2.070.DO S 178O.DO S 855.00 S 734.DO S eoe.OO S S
DS3 CHAN TERM IN 1 CZ4X1 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.82 S S
DS3 CHAN TERM IN 2 PC032 S 2.1311.DO S 21311.DO S 1 818.DO S l101.DO S 775.DO S 1143.DO S S ·
DS3 CHAN TERM IN 2 CZ4X2 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.82 S · S
DS3 CHAN TERM IN 3 PCG33 S 2.300.00 S 2.300.00 S 1ll55.00 S ll33.00 S 804.00 S 888.00 S · S ·
DS3 CHAN TERM IN 3 CZ4X3 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2110.13 S 281.12 S · S
DS3 CHAN TERM MI 1 PCQ31 S 2.070.00 S 2.070.00 S 1 780.00 S 855.00 S 734.00 S eoe.OO S · S
DS3 CHAN TERM MI 1 CZ4X1 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.12 S S
DS3 CHAN TERM MI 2 PC032 S 2.1•.00 S 2.1•.00 S 1 818.00 S llO1.00 S n5.00 S 1143.00 S S
DS3 CHAN TERM MI 2 CZ4X2 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.12 S S
DS3 CHAN TERM MI 3 PCG33 S 2.300.00 S 2.300.00 S 1 1155.00 S ll33.00 S 804.00 S llll8.00 S S
DS3 CHAN TERM MI 3 CZ4X3 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2110.13 S 281.82 S · S ·
DS3 CHAN TERM OH 1 PCG31 S 2070.00 S 2.070.00 S 1780.00 S 855.00 S 734.00 S eoe.OO S s ·
DS3 CHAN TERM OH 1 CZ4X1 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2110.83 S 281.12 S · S
DS3 CHAN TERM OH 2 PC032 S 21311.00 S 21311.00 S 1818.DO S 1101.00 S n5.00 S 1143.00 S S
DS3 CHAN TERM OH 2 CZ4X2 S 375.DO S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.82 S S
DS3 CHAN TERM OH 3 PCG33 S 2.3llO.DO S 2.3OO.DO S 11155.DO S ll33.DO S 804.DO S llll8.DO S S
DS3 CHAN TERM OH 3 CZ4X3 S 375.00 S 350.00 S 324.10 S 2llll.44 S 2llO.13 S 281.12 S · S ·
DS3 CHAN TERM WI 1 PCG31 S2.070.DO S 2.070.00 S 1780.DO S 855.DO S 734.DO S 8OIl.DO S · S
DS3 CHAN TERM WI 1 CZ4X1 S 375.DO S 350.00 S 324.10 S 2llll.44 S 2llO.83 S 281.12 S S
DS3 CHAN TERM WI 2 PCG32 S 2.1311.DO S 21311.DO S 1818.DO S l101.DO S n5.DO S 1143.DO S S
DS3 CHAN TERM WI 2 CZ4X2 S 375.DO S 350.DO S 324.10 S 2llll.44 S 2llO.13 S 281.12 S S
0S3 CHAN TERM WI 3 PCG33 S 2300.00 S 23OO.DO S 11155.DO S ll33.DO S 804.DO S 88Il.DO S S ·
DS3 CHAN TERM WI 3 CZ4X3 S 375.DO S 350.DO S 324.10 S 2llll.44 S 2llO.13 S 281.82 S · S ·
DS3 MLGTERM IL 1 1VZX1 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S · S ·
DS3 MLGTERM IL 2 1VZX2 S 12O.DO S 110.DO S 1llll.DO S 72.38 S 58.114 S 4O.DO S · S ·
DS3 MLGTERM IL 3 1VZX3 S 12O.DO S 110.DO S 1DO.DO S 82.38 S 74.114 S 83.50 S · S ·
0S3 MLGTERM IN 1 1VZX1 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S · S
DS3 MLGTERM IN 2 1VZX2 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S S
DS3 MLGTERM IN 3 1VZX3 S 12O.DO S 110.DO S 1oo.DO S 82.3Il S 74.114 S 83.50 S S
DS3 MLGTERM MI 1 1VZX1 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S S ·
DS3 MLGTERM MI 2 1VZX2 S 12O.DO S 110.DO S 1llll.DO S 72.38 S 58.114 S 4O.DO S S ·
DS3 MLGTERM Ml 3 1VZX3 S 12O.DO S 110.DO S 1DO.DO S 82.38 S 74.114 S 13.50 S · S ·
0S3 MLGTERM OH 1 1VZX1 S 120.00 S 110.DO S 1DO.00 S 72.38 S 58.114 S 4O.DO S · S
DS3 MLGTERM OH 2 1VZX2 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S · S ·
0S3 MLGTERM OH 3 1VZX3 S 12O.DO S 110.DO S 1DO.DO S 82.38 S 74.114 S 83.50 S · S ·
0S3 MLGTERM WI 1 1VZX1 S 12O.DO S 110.DO S 1DO.DO S 72.38 S 58.114 S 4O.DO S S ·
DS3 MLGTERM WI 2 1VZX2 S 12O.DO S 110.DO S 1DO.DO S 72.3Il S 58.114 S 4O.DO S S ·
DS3 MLGTERM WI 3 1VZX3 S 120.00 S 110.00 S 100.00 S 82.38 S 74.114 S 83.50 S S
0S3 MUX ALL 1 QM3X1 S 875.DO S 585.12 S 524.70 S 5OIl.8O S S S · S ·
DS3 MUX ALL 2 QM3X2 S 875.00 S 585.12 S 524.70 S 508.80 S S S S ·
0S3 MUX ALL 3 QM3X3 S llll8.40 S 585.12 S 524.70 S 508.80 S S · S · S
DS3 SVCCHANEl ALL 1 HZ4X1 S 4llll.DO S . S · S S · S · S S
0S3 SVCCHANEL ALL 2 HZ4X1 S 4llll.00 S S · S . S · S · S S
0S3 SVC CHAN El ALL 3 HZ4X1 S 4llll.DO S . S · S . S · S S S
DS3 SVCCHANOP ALL 2 HZ4X1 S 300.00 S S S S · S S S
0S3 SVC CHAN OPl ALL 1 HZ4X1 S 3OO.DO S S S S S · S S ·
0S3 SVCCHANOPL ALL 3 HZ4X1 S 3ClO.00 S S S S S S · S ·
053012 CHAN TERM Il 1 PCG31 S121lllll.DO S 121lllll.oo S 7885.DO S 4l1llO.oo S 4 Ollll.DO S 3 Ollll.oo S · S
053012 CHAN TERM Il 2 PC032 S121lllll.00 S 12.1lllll.00 S 7885.DO S 4l1llO.DO S 4 Ollll.DO S 3 0llll.00 S · S ·
053012 CHAN Il 3 PCG33 S121lllll.00 S 121lllll.DO S 7885.DO S 4l1llO.DO S 4 Ollll.DO S 3 0llll.00 S S ·
053012 CHAN M IN 1 PCG31 S121lllll.DO S 121lllll.DO S 7885.DO S 4l1llO.DO S 4 Ollll.DO S 3 Ollll.DO S · S
DS3012 CHAN TERM IN 2 PC032 S121lllll.DO S 121lllll.DO S 7885.00 S 4l1llO.00 S 4 0llll.00 S 3 Ollll.DO S S
053012 CHAN TERM IN 3 PCG33 S12 1lllll.00 S 12 1lllll.00 S 7885.DO S 4l1llO.00 S 4 Ollll.DO S 3 0llll.00 S S
053012 CHAN TERM MI 1 PCG31 S121lllll.DO S 12.1lllll.00 S 7885.DO S 4l1llO.DO S 4 Ollll.DO S 3 Ollll.DO S S ·
053012 CHAN TERM MI 2 PC032 S121lllll.DO S 121lllll.DO S 7885.00 S 4l1llO.DO S 4 Ollll.DO S 3 Ollll.DO S S ·
053012 CHAN TERM MI 3 PCG33 S121lllll.DO S 12 1lllll.00 S 7885.00 S 4l1llO.00 S 4 Ollll.DO S 3 Ollll.DO S · S
053012 CHAN TERM OH 1 PCG31 S12 1lllll.00 S 12.Illlll.DO S 7885.DO S 4l1llO.00 S 4 Ollll.DO S 3 Ollll.DO S · S
053012 CHAN TERM OH 2 PC032 S121lllll.DO S 12 1lllll.00 S 7885.00 S 4l1llO.00 S 4 0llll.00 S 3 0llll.00 S S
053012 CHAN TERM OH 3 PCG33 S121lllll.00 S 121lllll.00 S 7885.00 S 4l1llO.00 S 4 0llll.00 S 3 0llll.00 S S
053012 CHAN TERM W 1 PCG31 S121lllll.DO S 12 1lllll.00 S 7885.DO S 4l1llO.00 S 4 Ollll.DO S 3 0llll.00 S S
DS3012 CHAN TERM WI 2 PC032 S12.1lllll.00 S 12 1lllll.00 S 7885.00 S 4l1llO.DO S 4 Ollll.DO S 3 Ollll.DO S S
053012 CHAN TERM WI 3 PCG33 S121lllll.DO S 121lllll.DO S 7885.00 S 4l1llO.DO S 4 Ollll.DO S 3 Ollll.DO S S
DS3024 CHAN TERM Il 1 PCG31 S1ll.lIllO.DO S 18l1llO.DO S 12450.00 S 7 Ollll.DO 54llll.DO S 4 0llll.00 S S
DS3024 CHAN TERM Il 2 PC032 S18l1llO.oo S 18l1llO.00 S 1245O.DO S 7 Ollll.DO 54llll.DO S 4 Ollll.DO S S
0S3024 CHAN TERM Il 3 PCG33 S18l1llO.DO S 18l1llO.DO S 1245O.DO S 7 Ollll.DO 54llll.DO S 4 Ollll.DO S S
0S3024 CHAN TERM IN 1 PCG31 S18l1llO.DO S 18l1llO.DO S 12450.DO S 7 Ollll.DO 54llll.DO S 4 0llll.00 S S ·
DS3024 CHAN TERM IN 2 PC032 S1ll1llO.DO S 18l1llO.DO S 1245O.DO S 7 Ollll.DO 54llll.DO S 4 Ollll.DO S S ·
DS3024 CHAN TERM IN 3 PCG33 S18l1llO.00 S 18l1llO.00 S 12450.00 S 7 0llll.00 54llll.00 S 4 0llll.00 S · S ·
DS3024 CHAN TERM MI 1 PCG31 S18l1llO.00 S 18l1llO.00 S 12450.00 S 7 0llll.00 54llll.DO S 4 Ollll.DO S · S
0S3024 CHAN TERM MI 2 PCG32 S18l1llO.DO S 18l1llO.DO S 1245O.DO S 7 Ollll.DO 54llll.DO S 4 0llll.00 S S
053024 CHAN TERM MI 3 PCG33 S18l1llO.00 S 18l1llO.DO S 12450.00 S 7 0llll.00 54llll.00 S 4 Ollll.DO S S
0S3024 CHAN TERM OH 1 PCG31 S18l1llO.DO S 18l1llO.00 S 12450.00 S 7 Ollll.DO 54llll.DO S 4 Ollll.DO S S ·
053024 CHAN TERM OH 2 PCG32 S18l1llO.00 S 18l1llO.DO S 12450.00 S 7 Ollll.DO 54llll.00 S 4 0llll.00 S S
DS3024 CHAN TERM OH 3 PCG33 S18l1llO.DO S 18l1llO.DO S 1245O.DO S 7 Ollll.DO 54llll.DO S 4 Ollll.DO S S ·
DS3024 CHAN TERM WI 1 PCG31 S18l1llO.00 S 18l1llO.00 S 12450.00 S 7 Ollll.DO 54llll.00 S 4 Ollll.DO S · S ·
DS3024 CHAN TERM WI 2 PC032 S18l1llO.DO S 18l1llO.DO S 12450.00 S 7 0llll.00 54llll.DO S 4 0llll.00 S S
0S3024 CHAN TERM WI 3 PCG33 S18l1llO.00 S 18l1llO.00 S 12.450.00 S 7 Ollll.OO I S 54llll.00 S 4 Ollll.OO S · S ·
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OS3B CHAN TERM IL 1 PCG31 S 320lUIO S 3.2llO.llO S 43O.llO S 1 e52.110 1 3ll3.llO S 1 173.llO S S
OS3B CHAN TERM IL 2 PCG32 S 3211O.llO S 3.2llO.llO S 51'.llO S 173ll.llO 1 4OIl.110 S 1 23lI.110 S · S
DS3B CHAN TERM IL 3 PCG3S S 35llO.llO S 35llO.llO S 7llO.llO S 1801.llO 1522.llO S 1286.llO S · S
DS3B CHAN TERM IN 1 PCG31 S 32llO.llO S 32llO.llO S 43O.llO S 1 e52.110 1383.llO S 1173.llO S · S
DS3B CHAN TERM IN 2 PCG32 S 3-280.llO S 3211O.llO S 51'.llO S 1 73lI.110 1 4OIl.110 S 1238.llO S · S
DS3B CHAN TERM IN 3 PCG33 S 35llO.llO S 35llO.llO S 7llO.llO S 1801.llO 1522.llO S 1 :zee.110 S · S ·
0S38 CHAN TERM MI 1 PCG31 S 32llll.llO S 32llO.llO S 243O.llO S 1 852.llO 1383.llO S 1173.llO S S
0S38 CHAN TERM MI 2 PCG32 S 3211O.llO S 3211O.llO S 251'.llO S 1 73ll.llO 1 4OIl.110 S 1238.llO S S
0S38 CHAN TERM .. 3 PCG33 S 35llO.llO S 35llO.llO S 2-7llO.llO S 1801.llO 1 522.llO S 1286.llO S S
DS3B CHAN TERM OH 1 PCG31 S 3.2llO.llO S 3.2llO.llO S 2-43O.llO S 1 e52.110 1383.llO S 1173.llO S S
DS3B CHAN TERM OH 2 PCG32 S 3.2IIO.110 S 3.2lllI.110 S 2-51'.llO S 1 73ll.llO 1401l.llO S 1239.llO S · S
DS3B CHAN TERM OH 3 PCG33 S 35llO.llO S 3.5llO.llO S 27llO.llO S 1801.llO 1 522.llO S 1286.llO S S
0S3B CHAN TERM WI 1 PCG31 S 32llO.llO S 3.2111l.llO S 243O.llO S 1 852.llO 1 3Il3.110 S '1 173.llO S · S ·
0S38 CHAN TERM WI 2 PCG32 S 3.2lllI.110 S 32l1O.llO S 2-51'.llO S 1 73lI.110 S 1 4OIl.110 S 1238.llO S · S
DS3B CHAN TERM WI 3 PCG33 S 35llO.llO S 35llO.llO S 2.7llO.llO S 1801.llO S 1 522.llO S 1286.llO S S
DS3C CHAN TERM IL 1 PCG31 S 45llO.llO S 45llO.llO S 3321.llO S 2.355.llO S 018.llO S 1 tIlI8.110 S S
DS3C CHAN TERM .. 2 PCG32 S 4823.llO S 4823.llO S 3432.llO S 2478.llO S lllIO.110 S 1758.llO S S
DS3C CHAN TERM IL 3 PCG33 S 4810.llO S 4810.llO S 31l1O.llO S 584.llO S 203.llO S 1825.llO S S
DS3C CHAN TERM IN 1 PCG31 S 45llO.llO S 45llO.llO S 3321.llO S 355.llO S 018.llO S 1 8llll.llO S S
DS3C CHAN TERM IN 2 PCG32 S 4823.llO S 4823.llO S 3432.llO S 478.llO S lllIO.110 S 1 7Sll.110 S S
OS3C CHAN TERM IN 3 PCG33 S 4810.llO S 4810.llO S 31l1O.llO S 584.llO S 203.llO S 1825.llO $ S
DS3C CHAN TERM MI 1 PCG31 S 45llO.llO S 45llO.llO S 3321.llO S 355.llO S 018.llO S 1 8llll.llO S · S
DS3C CHAN TERM MI 2 PCG32 S 4lS23.110 S 4823.llO S 3432.llO S 2478.llO S lllIO.110 S 1759.llO S S
0S3C CHAN TERM MI 3 PCG33 S 4810.00 S 4810.llO S 31l1O.llO S 2584.llO S .2lJ3.110 $ 1825.llO S · S
0S3C CHAN TERM OH 1 PCG31 S 45llO.llO S 45llO.llO S 3321.llO S 2355.llO S 2018.llO S 1 tIlI8.110 S S
DS3C CHAN TERM OH 2 PCG32 S 4823.llO S 4823.llO S 3432.llO S 2.478.llO S 2lll1O.llO S 1 758.llO S S
0S3C CHAN TERM OH 3 PCG33 S 4810.llO S 4810.llO S 31l1O.llO S 2.584.llO $ 203.llO S 1825.llO S S ·
0S3C CHAN TERM WI 1 PCG31 S 45llO.llO S 45llO.llO S 3321.llO S 355.llO S 2-018.llO S 1 8llll.llO S S ·
0S3C CHAN TERM WI 2 PCG32 S 4823.llO S 4823.llO S 3432.llO S 2478.llO S 2lll1O.llO S 1 758.llO S S
0S3C CHAN TERM WI 3 PCG3S S 4810.llO S 4810.llO S 3l1llll.llO S 2.584.llO S 2.203.llO S 1 825.llO S · S
OS3F CHAN TERM IL 1 PCG31 S 7l15Q.110 S 7115O.llO S 51154.llO S 45llO.llO S 3780.llO 2870.llO S S
0S3F CHAN TERM IL 2 PCG32 S 8170.50 S 8170.50 S 8153.llO S 4743.llO S 3l1Oe.110 3 OIlll.110 S S
0S3F CHAN TERM IL 3 PCG33 S 8885.llO S 8885.llO S 8815.llO S 51llO.llO S 42llO.llO 33llO.llO S · S
0S3F CHAN TERM IN 1 PCG31 S 7115O.llO S 715O.llO S 51154.llO S 45llO.llO S 378O.llO 2870.llO S S
0S3F CHAN TERM IN 2 PCG32 S 8170.50 S 8170.50 S 8153.llO S 4743.llO S 3llll8.llO 3 OIlll.110 S · S ·
0S3F CHAN TERM IN 3 PCG3S S 8885.llO S 8885.llO S 8815.llO S 51llO.llO S 42llO.llO 33llO.llO S S
OS3F CHAN TERM MI 1 PCG31 S 7115O.llO S 715O.llO S 51154.llO S 45llO.llO S 378O.llO 2-870.llO S S
0S3F CHAN TERM MI 2 PCG32 S 8170.50 S 8170.50 S 8153.llO S 4743.llO S 3llll8.llO 3 OlIll.110 S S
OS3F CHAN TERM MI 3 PCG3S S 8885.llO S 8885.llO S 8815.llO S 51llO.llO S 42llO.llO 33llO.llO S S ·
0S3F CHAN TERM OH 1 PCG31 S 7115O.llO S 7115O.llO S 51154.llO 45llO.llO S 37l1O.llO 2-870.llO S S
0S3F CHAN TERM OH 2 PCG32 S 8170.50 S 8170.50 S 8153.llO 4743.llO S 3llll8.llO 3 OIlll.110 S · S
0S3F CHAN TERM OH 3 PCG33 S 8885.llO S 8885.llO S 8815.llO 51llO.llO $ 42llO.llO 33llO.llO S S ·
DS3F CHAN TERM WI 1 PCG31 S 7l15Q.110 S 7115O.llO S 5ll54.llO 45llO.llO S 37l1O.llO S 2870.llO S · S ·
OS3F CHAN TERM WI 2 PCG32 S 8170.50 S 8170.50 S 8153.llO 4743.llO S 3llll8.llO S 3 OlIll.110 S · S ·
OS3F CHAN TERM WI 3 PCG3S S 8885.llO S 8885.llO S 8815.llO 51llO'llO S 42llO.llO $ 33llO.llO S S ·
OS3L CHAN TERM IL 1 PCG31 $12llllO.llO S 12llllO.llO S 87l18.llO 8lll1O.llO S 55l1O.llO S 4410.llO S · S
DS3L CHAN TERM IL 2 PCG32 $12.845.llO S 12845.llO S 8lll11.llO 8883.llO S 5788.llO S 4557.llO S S
OS3L CHAN TERM IL 3 PCG3S $1375O.llO S 1375O.llO S 8 n5.110 74llO.llO S 82llO.llO S 41lllO.llO S S
OS3L CHAN TERM IN 1 PCG31 $12llllO.llO S 12llllO.llO S 87l18.llO 8 lllIO.110 S 55l1O.llO S 4410.llO S
OS3L CHAN TERM IN 2 PCG32 512-845.llO S 12-1145.llO S 8081.llO 8883.llO S 5788.llO S 4557.llO S ·
DS3L CHAN TERM IN 3 PCG33 $13750.llO S 13750.llO S 8n5.110 74llO.llO S 82llO.llO S 41lllO.llO · S ·
DS3L CHAN TERM MI 1 PCG31 $12-llllO.llO S 12.800.llO S 87l18.llO 8lll1O.llO S 55l1O.llO $ 4410.llO · S
DS3L CHAN TERM MI 2 PCG32 512-845.llO S 12845.llO S 8081.llO 8883.llO S 5788.llO $ 4557.llO S ·
DS3L CHAN TERM MI 3 PCG33 51375O.llO S 1375O.llO S 8n5.110 S 74llO.llO S 82llO.llO S 41lllO.llO S ·
DS3L

CHANt
OH 1 PCG31 51 llllO.llO S 12llllO.llO S 87l18.llO S 8lll1O.llO S 55l1O.llO S 4410.llO S ·

DS3L CHAN M OH 2 PCG32 512845.llO S 12845.llO S 8081.llO S 8883.llO S 5788.llO S 4557.llO S ·
DS3L CHAN OH 3 PCG3S 51375O.llO S 1375O.llO S 8 n5.110 S 74llO.llO S 82llO.llO S 41lllO.llO · S ·
DS3L CHAN M WI 1 PCG31 $12 llllO.llO S 12 llllO.llO S 87l18.llO S 8lll1O.llO S 55l1O.llO S 4410.llO · S ·
OS3L CHAN TERM WI 2 PCG32 $1 1145.llO S 121145.llO S 8081.llO S 8883.llO S 5788.llO S 4557.llO · S
OS3L CHAN TERM WI 3 PCG3S 51375O.llO S 1375O.llO S 8n5.110 S 74llO.llO S 82llO.llO S 41lllO.llO S
DS3X CHAN TERM IL 1 PCG31 5181lllO.llO S 18 llllO.llO S 1338l1.llO S 845O.llO S 8010.llO S 875O.llO S S
0S3X CHAN TERM IL 2 PCG32 518425.llO S 18425.llO S 13834.llO S 8785.llO S 82n.110 S 8875.llO S
0S3X CHAN TERM IL 3 PCG3S $20850.llO S 20850.llO S 14875.llO S 105llO.llO S 81lllO.llO S 75llO.llO S
DS3X CHAN TERM IN 1 PCG31 5181lllO.llO S 181lllO.llO S 1338l1.llO S 845O.llO S 8010.llO S 875O.llO S
DS3X CHAN TERM IN 2 PCG32 518425.llO S 18425.llO S 13834.llO S 8785.llO S 82n.110 S 8875.llO · S ·
DS3X CHAN TERM IN 3 PCG33 $20850.llO S 20850.llO S 14875.llO S 105llO.llO S 81lllO.llO S 75llO.llO · S ·
DS3X CHAN TERM MI 1 PCG31 $181lllO.llO S 181lllO.llO S 1338l1.llO S 845O.llO S 8010.llO S 875O.llO · S ·
DS3X CHAN TERM MI 2 PCG32 518425.llO S 18.425.llO S 13834.llO S 8785.llO S 82n.110 S 8875.llO · S
DS3X CHAN TERM MI 3 PCG33 $20850.llO S 20850.llO S 14875.llO S 105llO.llO S 81lllO.llO S 75llO.llO · S ·
0S3X CHAN TERM OH 1 PCG31 518 llllO.llO S 18 llllO.llO S 1338l1.llO S 845O.llO S 8010.llO S 875O.llO · S ·
0S3X CHAN TERM OH 2 PCG32 518425.llO S 18425.llO S 13834.llO S 8785.llO S 82n.110 S 8875.llO · S
DS3X CHAN TERM OH 3 PCG3S $20850.llO S 20850.llO S 14875.llO S 105llO.llO S 81lllO.llO S 75llO.llO S
0S3X CHAN TERM WI 1 PCG31 518 llllO.llO S 18 llllO.llO S 1338l1.llO S 845O.llO S 8010.llO S 875O.llO S
DS3X CHAN TERM WI 2 PCG32 518425.llO S 18425.llO S 13834.llO S 8785.llO S 82n.110 S 8875.llO S S
DS3X CHAN TERM WI 3 PCG3S $20850.llO S 20850.llO S 14875.llO $ 105llO.llO S 8.1lllO.llO S 75llO.llO S S
VGPL MLGTERM ALL ALL CM8 S 14.75 S S S S - S S 12.87 S 12.81
VGPL PER MILE ALL AU. 1L5XX S 1.35 S S $ S . S S 1.00 S 0.88
VGPL2W CHAN TERM AU. ALL T8E2X S 23.50 S S S S - S S 22.33 S 21.87
VGPL4W CHAN TERM

" L ALL T8E4X S 41.50 S S S S !S IS 38.23 IS 35.48
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BELL ATLANTIC INTERSTATE RATES

SwncHEDACCESSSE~CE

SWITCHED TRANSPORT

Entrance F8Cl11tiIs

Voice Grade • Per Point of Termination

Two-wire MRC
Zone 1 EF2X2 $28....

Zone 2 EF2X2 S.....

Zone 3 EF2X2 S.....
Four-wire

Zone 1 EF2X4 $52.15

Zone 2 EF2X4 $52.H

Zone 3 EF2X4 S52.15
Two-wire - InstallationlChange NRC - First NRC· AddIIionaI

Zone 1 EF2X2 $1.00 SG.75
Zone 2 EF2X2 $1.QO SG.75
Zone 3 EF2X2 S1.00 SG.75

Two-wire - Rutrangement

Zone 1 NRBOY SUO $0.10
Zone 2 NRBOY SUO SUO
Zone 3 NRBOY $0.10 SUO

Four-wire - InsmIlationIChange

Zone 1 EF2X4 S1.00 SG.75
Zone 2 EF2X4 S1.00 $0.75
Zone 3 EF2X4 S1.00 SG.75

Four-wire - Rearrangement

Zone 1 NRBOZ SUO SUO
Zone 2 NRBOZ SUO SUO
Zone 3 NRBOZ SUO SUO

OS1 - Per Point of Termination MRC

Zone 1 EF2X4 S210.00
Zone 2 EF2X4 $245.00
Zone 3 EF2X4 12eO'00

InstallationlChange NRC· First NRC - AdcIItionIJ
Zone 1 EF2X4 5325.00 $200.00
Zone 2 EF2X4 $325.00 $200.00
Zone 3 EF2X4 5325.00 $200.00

Rearrangement

Zone 1 NRBOZ $0.10 SUO
Zone 2 NRBOZ $0.10 SUO
Zone 3 NRBOZ $0.10 $0.10

$1.00

$1.00

$1.00

NRC - First

S1.00

S1.oo

$1.00

MRC

S2.117UO

$3.018.06

$3.088.34

EF2X4
EF2X4

EF2X4

OS3 - Per Point of Termination

ElectricllllnteIfKe

Zone 1

Zone 2

Zone 3
Optical Interface

Zone 1 EF2CX $2.786.40

Zone 2 EF2CX $2.847.116

Zone 3 EF2CX $2.1121.211

OS3C - Per Point of Teminetion (only~ In DC. PA. MD. NJ. DE 8Ild VA]
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Elec:tric:allntelface

zone 1 EF80X $8,1138.70 $1.00

zone 2 EF80X 59.078.48 '1.00
lone 3 EF80X $9,254.03 '1.00

Opticallnterfllce (not 8V8iIabie to~ cmtorners 8fter 8171V1)

lone 1 E080X 18.358.20 '1.00
zone 2 E080X 18.485.28 $1.00

Zone 3 E080X 5US5.15 51.00

Tandem Switched Transport

Tandem Transport Usage • FbcecI UlBge • Per MIle
zone 1 $0.000110 1O.CIOOO3O
Zone 2 $0.000110 $OJIOOO3O

Zone 3 .0.000110 1O.CIOOO3O
T8I1dem SwitchIng • Per MOO MRC

Zone 1 $0.000I0O

Zone 2 50.000I0O

Zone 3 1O.oooaoo

Dlract Tnrnked Transport

Voice Grade MRC·Fixed MRC • Per MIle
zone 1 1YTXS '11.00 $OM
Zone 2 1YTXS '11.00 $OM

Zone 3 1YTXS '15.00 $OM

OS1

Zone 1 1YTXS 110.00 517.70

Zone 2 1YTXS 110.00 "7.70
Zone 3 1YTXS 110.00 '17.70

OS3 • Optical

Zone 1 1YTXS ......11 5111.10
zone 2 1YTXS ......11 '111.10
Zone 3 1YTXS ......11 "11.10

OS3·EIedricaI

ZOnl! 1 1YTXS ......11 .1....0

Zone 2 1YTXS ......51 .1....0
Zone 3 1YTXS ......11 "11.10

OS3C (only 8V8IIBbIe in DC. PA. MD. NJ. DE and VAl·

EIeclricBI and Optical (not available to~ cmtorners alter 817"'8)

Zone 1 1YTOS $2,J4U3 $501.71
Zone 2 1YTOS .2,J4I.13 5501.71
zone 3 1YTOS '2,1141.13 SIOt.71

MulUplexing

Entrance FBCllity • Per Arrangement

OS1 to Voice Gracie MRC NRC
zone 1 MKW1X $1118.00

lone 2 MKW1X $208.00
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Zone 3 MKW1X S220.00

DS310 DS1

Zone 1 MKW3X $484.85

Zone 2 MKW3X $487.02
Zone 3 MKW3X $508.20

Direct Trunked Transport • Per Amlngement

OS1 to Voice GI'Ide

Zone 1 M6W1X $113.36

lone 2 M6W1X $113.3.

lone 3 M6W1X $113.3.

OS3 10 OS1

Zone 1 M6W3X $484.85

Zone 2 M6W3X $487.02
Zone 3 M8W3X $508.20

$100.00

$100.00

$600.00

MOO.oo
MOO.OO
$100.00

OS1 • Per Point ofTennination

Zone 1 AV3

Zone 2 AV3

Zone 3 AV3

OS3 (Optical or Elec:trical). Per PoInt of Termination

Zone 1 AV3

Zone 2 AV3

lone 3 AV3

OIV8~1ty

Per Circuit

MRC

$21.00

$21.00

$21.00

$210.00

$210.00

$210.00

MRC

lone 1

lone 2

Zone 3

Switched Accna Connection Charge

Per Line or Trunk

Initial

Zone 1

Zone 2

Zone 3

Additional

OSX

OSX

OSX

$5.00

$5.00

$5.00

NRC

$1.00

$1.00

$1.00

Zone 1

Zone 2

Zone 3

Processing Charge Per Service Order

Zone 1

lone 2

Zone 3

TPP++

TPP++

TPP++

$0.75

$0.75

$0.75

NRC

$50.00

$10.00

$10.00
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:TERM PRICING PLANS

(Term Pricing Plans ai'll only available in DC. PA, MD. NJ. DE and VA.)

Entrance Facility

2 V....

DS1 • Per Point of Termination MRC
Zone 1 EFllAX 5182.08
Zone 2 EFllAX 5185.00
Zone 3 EFllAX 51115.00

DS1 • Installation NRC·FirIt NRC·AddItIonaI
Zone 1 EFllAX 51.00 50.75
Zone 2 EFllAX 51.00 50.75
Zone 3 EFlSAX 51.00 50.75

3V.ar

DS1 • Per Point or Termination MRC
Zone 1 EF8BX 51n.30
Zone 2 EF8BX 5180.00
Zone 3 EF8BX 5180.00

OS1 - Installation NRC - FirSt NRC-AddItIonal
Zone 1 EFIIBX 51.00 50.711
Zone 2 EFIIBX 51.00 50.711
Zone 3 EFIlBX 51.00 10.711

DS3· Per Point of Termination

Eleclricallnterface MRC
Zone 1 EFllMX 52.812.25
Zone 2 EFllMX 12.1124.40
Zone 3 EFllMX $2.848.81

DS3 • Installation NRC
Zone 1 EF6MX 51.00
Zone 2 EF6MX 51.00
Zone 3 EFllMX 51.00

DS3· Per Point ofTennination

Oplical Interface MRC
Zone 1 EOllMX 52.348.111
Zone 2 EOllMX 52.357.10
Zone 3 EOllMX 52.3n.23

DS3 • Installation NRC
Zone 1 EOllMX 51.00
Zone 2 E08MX 51.00
Zone 3 E08MX 11.00

DS3C· Per Point orTemlination

Eleclricallnl8rface MRC

Zone 1 EFIIPX $5.708.25
Zone 2 EFIIPX 55,734.80
Zone 3 EF8PX 55,783.n

DS3C - Installation NRC
Zone 1 EFIIPX 11.00
Zone 2 EFIIPX 11.00
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Zone 3 EF8PX 11.00
Opticall~ MRC

(not available to new c:ustcmers aII8r 817'"1
Zone 1 E08PX 15.514.75
Zone 2 E08PX $5.540.40

Zone 3 E08PX $5,587.71
OS3C • InatlIIIalion NRC

Zone 1 E08PX SUO
Zone 2 E08PX SUO
Zone 3 E08PX 11.00

OS3G NRC - Subsequent - NRC - Subsequent •
Service Arrangement • Elec:tric:aIlnterfaca MRC NRC· JnIIIaI First Additional

Zone 1 EFNTX 13.380.00 S2.OO
Zone 2 EFNTX 13.528.00 S2.OO
Zone 3 EFNlX $3.898.00 $2.00

Per DS3 Facl/ity. EIectricaIlnterfaca

Zone 1 EF81X 1336.00 SUO S0.75 S0.7S
Zone 2 EF61X 1352.80 11.00 10.75 S0.7S
Zone 3 EF61X S389.80 11.00 S0.7S 10.75

Service Arrangement - Optical Interface

Zone 1 EFNVX $3.380.00 S2.00
Zone 2 EFNVX $3.528.00 12.00
Zone 3 EFNVX $3.898.00 12.00

Per OS3 Fac:lIity • Optic:aIlnterface

Zone 1 E08VX $210.00 SUO S0.75 $0.75
Zone 2 E08VX $220.50 11.00 $0.75 $0.75
Zone 3 E08VX 1231.00 SUO $0.75 10.75

SV••r

OS1 • Per Point of Tennination

Zone 1

Zone 2

Zone 3

OS1 - Installation

Zone 1

Zone 2

Zone 3

OS3 - Per Point of Termination

Electrical InterflIce

Zone 1

Zone 2

Zone 3

OS3 - Installation

Zone 1

Zone 2

Zone 3

OS3 - Per Point of Tennination

Optical Interface

Zone 1

Zone 2

Zone 3

DS3 - Installation

Zone 1

Zone 2

EF8KX

EF8KX

EF8KX

EF8KX

EF8KX

EF8KX

EF8NX

EF8NX

EF8NX

EF6NX
EF8NX

EF8NX

E08NX

E08NX

E08NX

E08NX

E08NX

MRC

$157.80

$180.00

1180.00

NRC· First

SUO

11.00

11.00

MRC

11.741.50

$1.748.80

11.784.54

NRC

MRC

$1.498.83

$1.508.80

$1,518.47

NRC

NRC - AddItional

$0.75

$0.75

$0.75
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Zone 3 E08NX

OS3C - Per Point of Termination

EIectric8J 1nterf8ce MRC
Zone 1 EFIOX $4,0111.118

Zone 2 EFIOX $4,038.88
Zone 3 EFIOX $4.073.15

OS3C -Installation NRC
Zone 1 EFIOX 51.00
Zone 2 EF8QX 51.00
Zone 3 EF8QX 51.00

Optical Interf8ce MRC
(not available to _ customers atIer 817/98]

ZOne 1 E08QX 53,483.00
Zone 2 E08QX S3.498.2O

Zone 3 EOSQX $3.528.08
OS3C • Installation NRC

Zone 1 E08QX 51.00
Zone 2 E08QX 51.00
Zone 3 E08QX 51.00

OS3G

service ArTangement - Electrical IntIIrfIIce MRC
Zone 1 EFNUX S2.4oo.oo
Zone 2 EFNUX S2.52O.oo
Zone 3 EFNUX S2.840.OO

Per OS3 Facility - EIedricaIInterf8ce

Zone 1 EF8UX $240.00

Zone 2 EF8UX $240.00
Zone 3 EF8UX S284.OO

5ervice Arrangement - Optical Interface

Zone 1 EFNWX S2.4OO.OO
Zone 2 EFNWX S2,520.00
ZOne 3 EFNWX S2,840.oo

Per OS3 Facility. Opticellnterface

Zone 1 E08WX S15O.OO
Zone 2 E08WX S157.5O
Zone 3 E08WX S185.oo

NRC-~t· NRC - Subsequent·
NRC· initial Finlt Addillonal

S2.OO

52.00

52.00

51.00 50.75 50.75
51.00 50.75 50.75
51.00 50.75 50.75

52.00

$2.00

52.00

51.00 50.75 50.75
51.00 S0.75 50.75
51.00 S0.75 50.75

7Vur

OS1 - Per Point of Termination MRC
Zone 1 EF8LX S152.88
Zone 2 EF8LX S155.OO
Zone 3 EF8LX S155.OO

OS1 - Installation NRC-First NRC - Additional
Zone 1 EF8LX 51.00 50.75
Zone 2 EF8LX 51.00 S0.75
Zone 3 EF8LX 51.00 50.75

OII'Kt Trunked Transport

2Vur

OS1 Fixed Per Mile
Zone 1 1YTAS $55.00 513M
Zone 2 1YTAS 555.00 513M
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Zone 3 1YTAS $51.00 $13.45

3VHr

-oS1 Fixed Per Mile

Zone 1 1YTBS S50.00 $11.15
Zone 2 1YTBS S50.oo $11.15
Zone 3 1YTBS S50.00 $11.15

DS3

Zone 1 1Y1MS $710.40 $131.17

Zone 2 1Y1MS $710.40 $131.17
Zone 3 1Y1MS $710.40 $131.17

OS3C

Zone 1 1YTPS $2,251.20 $410.10
Zone 2 1YTPS $2,251.20 $410.10

Zone 3 1YTPS $2,251.20 $410.10

5Vur

OS1 Fixed Per MIle
Zone 1 1YTKS $41.00 $....3

Zone 2 1YTKS $45.00 $....3
Zone 3 1YTKS $41.00 5....3

0$3

Zone 1 1YTNS $707.13 $75.11
Zone 2 1YTNS $707.13 $75.11
Zone 3 1YTNS $707.13 $75.11

OS3C

Zone 1 1YTQS $2,123.71 S22t.14
Zone 2 1YTQS $2,123.71 $228.14
Zone 3 1YTQS 52,123.71 $221.54

7Ve.r

OS1 Fixed Per Mile
Zone 1 1YTtS $45.00 $1.113
Zone 2 1YTtS $41.00 $1.113
Zone 3 1YTlS $41.00 $1.03

Multiplexing

2Ve.r

Entrance Facility - Per Arrangement

OS1 to Voice Grade MRC
Zone 1 MKWAX 51....10
Zone 2 MKWAX 51....10

Zone 3 MKWAX 51....10

Direct TNnked Transport - Per Arrangement

OS1 to Voice Grade MRC
Zone 1 M8WAX $1....10
Zone 2 M8WAX $1....10
ZOne 3 M8WAX $1....10

3 Ve.r

Entrance Fadlity • Per Arrangement

OS1 10 Voice Grade MRC NRC
Zone 1 MKWBX $1.....

Bell Atlantic Page 7



:
Zone 2 MKWBX $1.....

Zone 3 MKWBX $1.....
DS3to DS1

Zone 1 MKWSX $438.411 $100.00

Zone 2 MKWSX $44UlI $800.00

Zone 3 MKWSX $45lI.80 $100.00

Direct Tnmked TIMIPOrt - Per Arrangement

DS1 to Voice Grade MRC NRC
Zone 1 MeWBX $1.....

Zone 2 M8WBX $1......

Zone 3 M8WBX $1......

DS3toDS1

Zone 1 M6WSX $43lI.411 $100.00

Zone 2 M6WSX $4411.811 $100.00

Zone 3 M8WSX $459.80 $800.00

5Vur

. Entrance Facility - Per ArrBngement

DS1 to Voice Grade MRC NRC
Zone 1 MKWKX $140.18

Zone 2 MKWKX $1«1.18

Zone 3 MKWKX $140.18
DS3toDS1

Zone 1 MKWTX $382.33 $100.00

Zone 2 MKWTX $402.35 $100.00
Zone 3 MKWTX $411.40 $800.00

Direct Trunked TIMIPOrt - Per AmIngement

DS1 to Voice Grade MRC NRC
Zone 1 M8WKX $140.18

Zone 2 M8WKX $1«1.18

Zone 3 M8WKX $140.18
DS3 to DS1

Zone 1 MeWTX $3112.33 $800.00
Zone 2 M6W1'X $402.35 $600.00
Zone 3 M8WTX $411.40 $800.00

7V••r

Entrance Facility • Per ArrBngement

DS1 to Voice Grade MRC
Zone 1 MKV\ILX $136.32

Zone 2 MKV\ILX $136.32

Zone 3 MKV\ILX $136.32

Direct Trunked Trarqport - Per Arrangement

OS1 to Voice Grade MRC
Zone 1 MeWLX $136.32

Zone 2 M8WLX $136.32

Zone 3 M8WLX $136.32
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NYNEX INTERSTATE RATES

SWITCHED ACCESS SERVICE

.LOCAL TRANSPORT

Entrance Facility. Stand8rd CMnnel TennlMtlon

Voice Grade MRC NRC-First NRC - Additional
Two-wire EFG2X $37.50 $286.80 $195.50
Four-wire EFG2X $62.11 $408.36 $272.96

DS1 - Massachusetts MRC NRC- First NRC - Additional
Zone 1 EFGDX $210.60 $250.00 $150.00

Zone 2 EFGDX $268.00 $250.00 $150.00

Zone 3 EFGDX $2n.00 $250.00 $150.00
DS1-NY, CT MRC NRC - First NRC - Additional

Zone 1 EFGDX $210.60 $250.00 $150.00
Zone 2 EFGDX $268.00 $250.00 $150.00
Zone 3 EFGDX $2n.00 $250.00 $150.00

DS1 - MA, NH, RI, VT MRC NRC- First NRC - Additional
EFGDX $2n.00 $250.00 $150.00

DS3 - Electrical - Massachusetts

Zone 1 MRC- Fixed MRC - Per 1/4 Mile NRC - First NRC - Additional
1st channel EFG3G $1,846.16 $0.00 $0.00 $0.00

2nd-3rd channel EFNBG $1,461.54 $0.00 $0.00 $0.00
4th-9th channel EFNCG $369.23 $0.00 $0.00 $0.00

10th channel & over EFNDG $369.23 $0.00 $0.00 $0.00
Zone 2

1st channel EFG3G $1,938.47 $0.00 $0.00 $0.00
2nd-3rd channel EFNBG $1,534.62 $0.00 $0.00 $0.00
4th-9th channel EFNCG $387.69 $0.00 $0.00 $0.00

10th channel & over EFNDG $387.69 $0.00 $0.00 $0.00
Zone 3

1st channel EFG3G $2,030.78 $0.00 $0.00 $0.00
2nd-3rd channel EFNBG 51,607.69 $0.00 $0.00 $0,00
4th-9th channel EFNCG $406.15 $0.00 $0.00 $0.00

10th channel & over EFNDG 5406.15 $0.00 $0.00 $0.00

DS3 - Electrical - NY, CT

Zone 1 MRC- Fixed MRC • Per 1/4 Mile NRC - First NRC - Additional
1st channel EFG3G $1,846.16 $0.00 $0.00 $0.00

2nd-3rd channel EFNBG $1,461.54 $0.00 SO.OO $0.00
4th-9th channel EFNCG $369.23 $0.00 $0.00 $0.00

10th channel & over EFNDG 5369.23 $0.00 $0.00 $0.00
Zone 2

1st channel EFG3G $1,938.47 $0.00 $0.00 $0.00
2nd-3rd channel EFNBG $1,534.62 $0.00 $0.00 $0.00
4th-9th channel EFNCG $387.69 $0.00 $0.00 $0.00
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10th channel & over EFNDG 5387.69 50.00 $0.00 $0.00
Zone 3

1st channel EFG3G S2.03O.78 SO.OO SO.OO SO.OO
2nd-3rd channel EFNBG $1,607.69 $0.00 $0.00 $0.00
4th-9th channel EFNCG $406.15 $0.00 $0.00 $0.00

10th channel & over EFNDG $406.15 SO.OO $0.00 $0.00

DS3· EJectricaI· MA, NH, RI, VT

EFG3G S2.030.78 $0.00 $0.00 $0.00

DS3 - Optical - Per DS3 Channel· Massachusetts

135 Mbps MRC- Fixed MRC - Per 1/4 Mile NRC - First NRC - Additional
1st channel EFG6G sn5.oo $68.00 $0.00 $0.00

2nd-3rd channel EFNFG $493.00 $68.00 $0.00 $0.00
560 Mbps

1st channel EFG8G sn5.00 $68.00 $0.00 $0.00
2nd-3rd channel EFNLG . $493.00 $68.00 $0.00 So.oO
4th-9th channel EFNMG $493.00 $68.00 $0.00 $0.00

10th channel & over EFNNG $493.00 $68.00 $0.00 $0.00
2.488 Gbps

1st channel EFNPG sns.oo $68.00 $0.00 $0.00
2nd-3rd channel EFNQG $493.00 $61.00 $0.00 SO.OO
4th-9th channel EFNRG $493.00 $11.00 SO.OO $0.00

1Oth-48th channel EFNSG $493.00 $68.00 SO.OO $0.00

DS3 - Optical- Per DS3 Channel· NY, CT

135 Mbps MRC- Fixed MRC - Per 1/4 Mile NRC· First NRC - Additional
1st channel EFG6G 5nS.00 $68.00 SO.OO $0.00

2nd-3rd channel EFNFG S5S0.oo S68.oo $0.00 $0.00
405 Mbps

1st channel EFG7G sn5.OO $68.00 $0.00 SO.OO
2nd-3rd channel EFNHG $550.00 $68.00 SO.OO SO.OO
4th-9th channel EFNJG $550.00 $64.00 SO.OO SO.OO

560 Mbps

1st channel EFG8G sns.oo $68.00 $0.00 SO.OO
2nd-3rd channel EFNLG 5550.00 $68.00 $0.00 $0.00
4th-9th channel EFNMG 5550.00 $64.00 SO.OO SO.OO

10th channel & over EFNNG $538.00 SS9.00 SO.OO $0.00
2.488 Gbps

1st channel EFNPG 5nS.00 $68.00 $0.00 SO.OO
2nd-3rd channel EFNQG 5550.00 $68.00 $0.00 $0.00
4th-9th channel EFNRG 5550.00 $64.00 $0.00 SO.OO

1Oth-48th channel EFNSG $538.00 $59.00 $0.00 $0.00

DS3 - Optical - Per DS3 Channel - MA, NH, RI, VT

MRC - Fixed MRC - Per 1/4 Mile NRC-First NRC - Additional
135 Mbps EFG6G $ns.oo $68.00 $0.00 $0.00
560 Mbps EFG8G $ns.oo SIl.OO SO.OO SO.OO
2.488 Gbps EFNPG sns.oo S68.00 SO.OO SO.OO
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.Tandem Switched Transport & HastIRemote Switched Transport

Local Transport Tennination - Per Minute of Use

Massachusetts

Zone 1
Zone 2
Zone 3 .

NY.CT
Zone 1

Zone 2

Zone 3

MA, NH, RI. VT

. Local Transport Facility - Per Mile, Per Minute

. Massachusetts

Zone 1

Zone 2
Zone 3

NY,CT
Zone 1
Zone 2
Zone 3

MA, NH, RI. VT

Tandem Switching - Per Minute of Use

Massachusetts

Zone 1

Zone 2
Zone 3

NY,CT
Zone 1

Zone 2

Zone 3

MA, NH. RI, VT .

$0.000150
$0.000150

$0.000150

$0.000150

$0.000150

$0.000150

$0.000150

$0.000030

$0.000030

$0.000030

$0.000030

$0.000030

$0.000030

$0.000030

$0.000800

$0.000800

$0.000800

$0.000800

$0.000800

$0.000800

$0.000800

$0.000100

$0.000100

$0.000100

Transport Multiplexing (OS3 to OS1) - Per Minute of Use

Massachusetts

Zone 1

Zone 2

Zone 3

NY,CT
Zone 1

Zone 2

Zone 3

MA, NH. RI, VT

$0.000100

$0.000100

$0.000100

$0.000100

HostlRemote Transport Tennination - Per Minute of Use
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Massachusetts

Zone 1

Zone 2

Zone 3

NY,CT

Zone 1

Zone 2
Zone 3

MA, NH, RI, VT

HostlRemote Transport Facility - Per Mile, Per Minute

Massachusetts

Zone 1

Zone 2
Zone 3

NY.CT

Zone 1

Zone 2

Zone 3
MA, NH, RI, VT

$0.001419

$0.001411

$0.001419

$0.001419

$0.001411

$0.001411

$0.001419

$0.00018&

$0.00018&

$0.000188

$0.00018&

$0,000188

$0.000188

$0.000188

Direct Trunked Transport

Channel Mileage

Voice Grade (Two-wire & Four-wire) MRC-Fixed MRC - Per Mile

1YTES $36.44 $4.24

DS1

Massachusetts MRC- Fixed MRC - Per Mile

Zone 1 1YTCS $70.00 $21.00
Zone 2 1YTCS $70.00 $21.00
Zone 3 1YTCS $70.00 $21.00

NY,CT

Zone 1 1YTCS $70.00 $21.00
Zone 2 1YTCS $70.00 $21.00
Zone 3 1YTCS $70.00 $21.00

MA, NH, RI, VT 1YTCS $70.00 $21.00

DS1

Massachusetts MRC· Fixed MRC - Per Mile

Zone 1 1YTDS $702.00 $120.00
Zone 2 1YTDS $702.00 $120.00
Zone 3 1YTDS $702.00 $120.00

NY,CT

Zone 1 1YTDS $702.00 $120.00
Zone 2 1YTDS $702.00 $120.00
Zone 3 1YTDS $702.00 $120.00
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MA, NH, RI, VT 1YTDS $702.00 $120.00

Mid-Unk

DS1

MaSSllchuselts NRC

Zone 1 NRBL1 $150.00

Zone 2 NRBL1 $150.00

Zone 3 NRBL1 $150.00

NY,CT

Zone 1 NRBL1 $150.00

Zone 2 NRBL1 $150.00

Zone 3 NRBL1 $150.00

MA, NH, RI, VT NRBL1 $150.00

DS1

Massachusetts NRC

Zone 1 NRBL3 $0.00

Zone 2 NRBL3 $0.00

Zone 3 NRBL3 $0.00

NY,CT

Zone 1 NRBL3 $0.00

Zone 2 NRBL3 $0.00

Zone 3 NRBL3 $0.00

MA, NH, RI, VT NRBL3 $0.00

Interconnection Charge

Collocated

Premium Rate

Terminating Per Access Minute Within New York Metro LATA

Zone 1 $0.00000o

Zone 2 SO.003356

Zone 3 $0.003356

All Other LATAs SO.003356

Originating Per Access Minute Within New York Metro LATA

Zone 1 $0.000000

Zone 2 $O.oon38
Zone 3 SO.oon38

All Other LATAs SO.00"38

Transitional Rate

Terminating Per Access Minute WIthin New York Metro LATA

Zone 1 SO.000178

Zone 2 $0.001688

Zone 3 SO.001688

All Other LATAs SO.001688
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Originating Per Access Minute Within New York Metro LATA

Zone 1 $0.000178

Zone 2 $0.001688

Zone 3 $0.001688

All Other LATAs $0.001688

Non Collocated

Premium Rate

Terminating Per Access Minute WIthin New York Metro LATA

Zone 1 $0.000396

Zone 2 $0.003752

Zone 3 $0.003752

All OtherLATAs $0.003752

Originating Per Access Minute Within New York Metro LATA

Zone 1 $0.000396

Zone 2 $0.008134

Zone 3 $0.008134

All Other LATAs $0.008134

Transitional Rate

Terminating Per Access Minute WIthin New York Metro LATA

Zone 1 $0.000178

Zone 2 $0.001688

Zone 3 $0.001688

All Other LATAs $0.001688

Originating Per Access Minute Within New York Metro LATA

Zone 1 $0.000178

Zone 2 $0.001688

Zone 3 $0.001688

All Other LATAs $0.001688

Optional Features

DS3 to DS1 Multiplexing - Per Amlngernent

Massachusetts MRC NRC
Zone 1 MKW3X $615.60 $0.00
Zone 2 MKW3X $649.80 $0.00
Zone 3 MKW3X $684.00 SO.OO

NY,CT

Zone 1 MKW3X $615.60 SO.OO
Zone 2 MKW3X $649.80 $0.00
Zone 3 MKW3X $684.00 $0.00

MA, NH. RI. VT MKW3X $684.00 $0.00

DS1 to Voice Multiplexing - Per Amlngement

Massachusetts MRC NRC
Zone 1 MKW1X $198.00 SO.OO
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Zone 2 MKW1X $209.00

Zone 3 MKW1X $220.00

.NY,CT

Zone 1 MKW1X $198.00

Zone 2 MKW1X $209.00

Zone 3 MKW1X $220.00

MA, NH. RI, VT MKW1X $220.00

Service Rearrangement

Digital to Digital. Per Digital Interface Group Rearranged

Massachusetts NRC

ZOne 1 NRBOT $0.00

ZOne 2 NRBOT $0.00

Zone 3 NRBOT $0.00

NY,CT

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Zone 1

Zone 2

Zone 3

MA, NH. RI. VT

NRBOT

NRBOT

NRBOT

NRBOT

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

$0.00

Per Trunk Rearranged - Tandem Routed to End Office Routed or End Office Routed to Tanclem Routed

Massachusetts NRC

ZOne 1 NRBOK

Zone 2 NRBOK

Zone 3 NRBOK

NY,CT

Zone 1

Zone 2

Zone 3

MA, NH. RI. VT

NRBOK

NRBOK

NRBOK

NRBOK

$0.00

50.00

$0.00

$0.00

50.00

50.00

$0.00

Tandem Transport Type Rearrangement - Per Rearrangement

Massachusetts NRC

Zone 1 NRBOV

Zone 2 NRBOV

Zone 3 NRBOV

NY,CT

Zone 1

Zone 2

Zone 3

MA. NH. RI, VT

NRBOV

NRBOV

NRBOV

NRBOV

50.00

50.00

$0.00

$0.00

Switchecl Facility Rearrangements - Per Rearrangement

Massachusetts NRC

Zone 1 NRB06 50.00

Zone 2 NRB06 $0.00

Zone 3 NRB06 $0.00
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NY,CT

Zone 1

Zone 2

Zone 3

MA, NH. RI. VT

NRB06

NRB06

NRB06

NRB06

SO.oo
So.oo
$0.00

SO.OO

$0.00

$0.00

$0.00

NRC

None

None

None

MRC

NRBPC

NRBPC

NRBPC

Interconnection Rearrangement to a Multiplexing Node or Virtual Collocation Arrangement
Per DS1 Entrance Facility Rearranged

Massachusetts

Zone 1

Zone 2

Zone 3
NY,CT

Zone 1 NRBPC None $284.59
Zone 2 NRBPC None $0.00
Zone 3 NRBPC None $0.00

MA, NH. RI. VT NRBPC None SO.OO

$0.00

$0.00

SO.OO

NRC

None

None

None

MRC
NRBPC

NRBPC

NRBPC

Interconnection Rearrangement to a Multiplexing Node or Virtual Collocation Arrangement
Per OS3 Entrance Facility Rearranged

Massachusetts

Zone 1

Zone 2

Zone 3
NY,CT

Zone 1 NRBPC None $407.37
Zone 2 NRBPC None $0.00
Zone 3 NRBPC None SO.OO

MA, NH, RI. VT NRBPC None SO.OO

$0.00

$0.00

$0.00

NRC

None

None

None

MRC
NRBPO

NRBPO

NRBPO

Interconnection Rearrangement from a Multiplexing Node or Virtual Collocation Arrangement
Per OS1 Entrance Facility Rearranged

Massachusetts

Zone 1

Zone 2

Zone 3
NY,CT

Zone 1 NRBPO None $0.00
Zone 2 NRBPO None $0.00
Zone 3 NRBPO None $0.00

MA, NH, RI, VT NRBPO None $0.00

$0.00

$0.00

$0.00

NRC
None

None

None

MRC
NRBPD

NRBPO

NRBPO

Interconnection Rearrangement from a Multiplexing Node or Virtual Collocation Arrangement
Per OS3 Entrance Facility Rearranged

Massachusetts

Zone 1

Zone 2

Zone 3
NY,CT

NYNEX Page 16



Zone 1

Zone 2

_ Zone 3

MA, NH, RI. VT

NRBPD
NRBPD
NRBPD
NRBPD

None

None

None

None

NYNEX

$0.00

$0.00

$0.00

$0.00
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SHe Pricing Information



SWB Switched
(No zones for KS)

SAME DIFFERENT

, ,

EF-DS1 Monthly Rate All $165 M01 $ 163.00 TX1 $ 162.00
M02 $ 165.00 TX2 $ 162.00
M03 $ 165.00 TX3 $ 165.00

EF-DS3 All same
DTT-DS1 Fixed Monthly Rate (0 miles) All $6.04 TX 1 $ 5.75

TX2 $ 5.90
TX3 $ 6.04

DTT-DS1 Fixed Monthly Rate (>0 miles) All same
DTT·DS1 Per Mile Monthly Rate (0 miles) All same
DTT-DS1 Per Mile Monthly Rate (>0 miles) All $16.80 TX 1 $ 13.78

TX2 $ 13.78
TX3 $ 13.78

DTT-DS3 Fixed Monthly Rate All $815.00 AR 1 $ 815.00 M01 $ 815.00 OK1 $ 815.00
AR2 $ 717.20 M02 $ 717.20 OK2 $ 717.20
AR3 $ 815.00 M03 $ 815.00 OK3 $ 815.00

DTT-DS3 Per Mile Monthly Rate All same



SWB SPECIAL SAME DIFFERENT

CT-OS1 Monthly Rate All $165.00 M01 $ 163.00 TX 1 $ 162.00
M02 $ 165.00 TX2 $ 162.00
M03 $ 165.00 TX3 $ 165.00

CM-OS1 Fixed Monthly Rate All same
CM-OS1 Per Mile Monthly Rate All same
Mux OS1-0S0 Monthly Rate All same
Mux OS1-Voice Monthly Rate All same
CT-OS1 HC-TPP Rate 3 year All $140.25 M01 $ 129.60 TX 1 $ 121.50

M02 $ 129.60 TX2 $ 121.50
M03 $ 140.25 TX3 $ 140.25

CM-OS1 Fixed HC-TPP Rate 3 year All $46.00 M01 $ 42.50 TX 1 $ 40.00
M02 $ 42.50 TX2 $ 40.00
M03 $ 46.00 TX3 $ 46.00

CM-OS1 Per Mile HC-TPP Rate 3 year All $14.28 M01 $ 13.44 TX 1 $ 12.60
M02 $ 13.44 TX2 $ 12.60
M03 $ 14.28 TX3 $ 14.28

Mux OS1-0S0 3 year All same
Mux OS1-Voice 3 year All same
CT-OS1 HC-TPP Rate 5 year All $132.00 M01 $ 121.50 TX 1 $ 108.00

M02 $ 121.50 TX2 $ 108.00
M03 $ 132.00 TX3 $ 132.00

CM-OS1 Fixed HC-TPP Rate 5 year All $43.50 M01 $ 40.00 TX1 $ 37.50
M02 $ 40.00 TX2 $ 37.50
M03 $ 43.50 TX3 $ 43.50

CM;.OS1 Per Mile HC-TPP Rate 5 year All $13.44 M01 $ 12.60 TX 1 $ 11.20
M02 $ 12.60 TX2 $ 11.20
M03 $ 13.44 TX3 $ 13.44

Mux OS1-0S0 5 year All same
Mux OS1·Voice 5 year All same
CT-OS3 Megalink Custom Electrical/All term All same
CT-OS3 Megalink Custom Optical/All terms All same
CT-Temporary OS3 All same



CM-DS3 Fixed All same
CM-Temporary DS3 All same

CM-DS3 Per Mile Monthly Rate All zonesl1 pk=$118 TX 111pk $ 118.00 TX 113pk $ 151.80 TX 116pk $ 217.12 TX 1112pk $ 303.60
All zonesl3pk=$165 TX 211pk $ 94.40 TX213pk $ 132.00 TX 216pk $ 188.80 TX 2112pk $ 264.00
All zonesl6pk=$236 TX 311pk $ 88.50 TX 313pk $ 123.75 TX 316pk $ 177.00 TX 3112pk $ 247.50
All zonesl12pk=$330

CM-DS3 Per Mile 3 year All zonesl1pk=$85 MO 111pk $ 80.00 MO 113pk $ 112.00 MO 116pk $ 161.00 MO 1112p $ 225.00 .
All zonesl3pk=$119 MO 211pk $ 80.00 MO 213pk $ 112.00 MO 216pk $ 161.00 MO 2112p $ 225.00
All zonesl6pk=$171 MO 311pk $ 85.00 MO 313pk $ 119.00 MO 316pk $ 171.00 MO 3112p $ 239.00
All zonesl12pk=$239 TX 111pk $ 80.00 TX 113pk $ 103.04 TX 116pk $ 148.12 TX 1112pk $ 207.00

TX 211pk $ 64.00 TX 213pk $ 89.60 TX 216pk $ 128.80 TX 2112pk $ 180.00
TX 311pk $ 63.75 TX 3/3pk $ 89.25 TX 3/6pk $ 128.25 TX 3/12pk $ 179.25

CM-DS3 Per Mile 5 year All zonesl1pk=$75 TX 111pk $ 69.00 TX 1/3pk $ 97.52 TX 116pk $ 138.92 TX 1/12pk $ 194.12
All zonesl3pk=$106 TX 211pk $ 60.00 TX213pk $ 84.80 TX 216pk $ 120.80 TX 2112pk $ 168.80
}ulzones16pk=$151 TX 3/1pk $ 56.25 TX 3/3pk $ 79.50 TX 3/6pk $ 113.25 TX 3112pk $ 158.25
}UI zonesl12pk=$211

CM-DS3 Per Mile 10 year All zonesl1pk=$71 TX 111pk $ 65.32 TX 113pk $ 91.08 TX 1/6pk $ 130.64 TX 1/12pk $ 182.16
}ulzonesl3pk=$99 TX 211pk $ 56.80 TX 213pk $ 79.20 TX 216pk $ 113.60 TX 2112pk $ 158.40
All zonesl8pk=$142 TX 3/1pk $ 53.25 TX 3/3pk $ 74.25 TX 3/6pk $ 106.50 TX 3/12pk $ 148.50
All zonesl12pk=$198

MUX-DS3 Monthly Rate All $815.00 TX 1 $ 749.80
TX2 $ 815.00
TX3 $ 815.00

MUX-DS3 3 year All $686.40 TX 1 $ 631.49
TX2 $ 686.40
TX3 $ 686.40

MUX-DS3 5 year }UI $580.00 TX 1 $ 533.60
TX2 $ 580.00
TX3 $ 580.00

MUX-DS3 10 year All $580.00 TX 1 $ 533.60
TX2 $ 580.00
TX3 $ 580.00
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US WEST INTERSTATE RATES
DS1 Service
NOTE: Zone pricing Is applicable In the following states: AZ, CO, lA, MN, NE, NM, OR, UT, WA

Local Channel Term, per point of termination

4

Month to
USOC Non·Plan Month 36 Months 60 Months

OS1 (1.544 Mbps)
Monthly Rate

Non-Plan
Zone 1
Zone 2
Zone 3

Between two different
1.544 Mbps not installed
.s one service:

TMECS
TMECS
TMECS
TMECS

$125.00
115.00
125.00
135.00

$115.00
105.00
115.00
125.00

$100.00
92.00

100.00
108.00

NonPlan
Zone 1
Zone 2
Zone 3

Multiplexing
OS1 to OSO:

Monthly 36 Months 60 Months
CU5BD CUSCD CU5DD

$10.00 $9.20 $8.00
10.00 9.20 8.00
10.00 9.20 8.00
10.00 9.20 8.00

Non.plan Zone 1 Zone 2
Monthly QMU I $250.001 I $250.001 I $250.001

36 Months MKJ3X I $230.001 1 $230.001 1 $230.001
Vintage 2 $200.93 $200.93 $200.93

60 Months MKJ6X I $200.001 1 $200.001 I $200.001
Vintage 2 $174.72 $174.72 $174.72

VIntage 2ln effect 811/95 through 6130198

Private Line DS1 Cross Connect TYLDA $17.22
Switched DS1 Cross Connect TYLFA $17.22

Transport Channels·Mlleage
1. 1.544 Mbps
a. Monthly

Zone 3
C~$2=5O=-=.00=1

I $230.001
$200.93

1 $200:00]
$174.72

c. 60 Months

01U5E1

Mileage
Band USOC

01U5C1

Monthly Rate
Non-Plan Zone 1 Zone 2 Zone 3

Mileage
Band USOC

Non·
Plan

Monthly Rate
Zone 1 Zone 2 Zone 3





Vintage 3
Vintage 2 in effect 7/5/96 through 10/18198
Vintage 3 in effect 6/5196 through 6130198

Dlrect-Trunked Transport

Non-Plan Zone 1
DS1
·Mileage Bands - Fixed
-0 1YTXA NlA N/A
-OverOt08 1YTXB $86.50 $86.50
- Over 8 to 25 1YTXC $109.85 $109.85
- Over 25 to 50 1YTXD $116.35 $116.35
-Over 50 1YTXE $127.99 $127.99

·Mlleage Bands - Per Mile
-0 1YTXA NlA NlA
-OverOt08 1YTXB $13.55 $13.55
-Over8 to 25 1YTXC $14.19 $14.19
• Over 25 to 50 1YTXD $14.51 $14.51
• Over 50 1YTXE $15.02 $15.02

Multiplexing
DS1toVG MKW1X $250.00 $250.00
DS1toVG M6W1X $250.00 $250.00

$95.00

Zone 2 Zone 3

NlA NlA
$86.50 $86.50

$109.85 $109.85
$116.35 $116.35
$127.99 $127.99

NlA NlA
$13.55 $13.55
$14.19 $14.19
$14.51 $14.51
$15.02 $15.02

$250.00 $250.00
$250.00 $250.00
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DS3Service
NOTE: Zone pricing Is applicable In the following states: AZ, CO, lA, MN, NE, NM, OR, UT, WA

Channel Tennlnatlon, per point of Tennlnatlon
Electrical Interface

Monthly RateCapacity of 1: Monthly Rate Capacity of 9: USCC Non-Plan Zone 1 Zone 2 Zone 3USCC Non-Plan Zone 1 Zona 2 Zone 3
Monthly THJAX $1,500.00 $1,500.00 $1,500.00 $1,500.00 Monthly THJVX $6,582.00 $6,582.00 $6,582.00 $6,582.00

-per DS3 TH5VX $81.00 $81.00 $81.00 $81.0012 Months HDJNX $1,455.00 $1,455.00 $1,455.00 $1,455.00 12 Months HDJTX $6,385.00 $6,385.00 $6,385.00 $6,385.00Vintage 5 $1,310.00 $1,310.00 $1,310.00 $1,310.00 -perDS3 HD5TX $79.00 $79.00 $79.00 $79.00
24 Months HDJUX $6,187.00 $6,187.00 $6,187.00 $6,187.0024 Months HDJCX $1,425.00 $1,425.00 $1,425.00 $1,425.00 -perDS3 HD5UX $76.00 $76.00 $76.00 $76.00Vintage 2 $1,222.00 36 Months THJWX $5,923.00 $5,923.00 $5,923.00 $5,923.00Vintage 5 $1,269.00 $1,269.00 $1,269.00 $1,269.00 -per DS3 TH5WX $73.00 $73.00 $73.00 $73.00
60 Months THJYX $5,265.00 $5,265.00 $5,265.00 $5,265.0036 Months THFBX $1,350.00 $1,350.00 $1,350.00 $1,350.00 -per DS3 TH5YX $67.00 $67.00 $67.00 $67.00Vintage 3 $1,158.93 120 Month THJZX $5,265.00 $5,265.00 $5,265.00 $5,265.00Vintage 2 $1,170.00 -per DS3 TH5ZX $67.00 $67.00 $67.00 $67.00Vintage 5 $1,215.00 $1,215.00 $1,215.00 $1,215.00

60 Months THJCX $1,200.00 $1,200.00 $1,200,00, $1,200.00 Monthly RateVintage 3 $1,030.16 Capacity of 12 usce Non-Plan Zone 1 Zone 2 Zone 3
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Vintage 2 $1,040.00
Vintage 5 $1,080.00 $1,080.00 $1,080.00 $1,080.00 Monthly THJNX $6,582.00 $6,582.00 $6,582.00 $6,582.00

-perOS3 TH5NX $81.00 $81.00 $81.00 $81.00
120 Months THJOX $1,200.00 $1,200.00 $1,200.00 $1,200.00 12 Months HOJVX $6,385.00 $6,385.00 $6,385.00 $6,385.00
Vintage 3 $901.39 -perOS3 H05VX $79.00 $79.00 $79.00 $79.00
Vintage 4 $945.00 24 Months HOJWX $6,187.00 $6,187.00 $6,187.00 $6,187.00
Vintage 2 $1,040.00 ·perOS3 H05WX $76.00 $76.00 $76.00 $76.00
Vintage 5 $1,080.00 $1,080.00 $1,080.00 $1,080.00 36 Months THJOX $5,923.00 $5,923.00 $5,923.00 $5,923.00

-per OS3 TH50X $73.00 $73.00 $73.00 $73.00
60 Months THJPX $5,265.00 $5,265.00 $5,265.00 $5,265.00

Vintage 2 in effect 7/2/93 through 6130194 -perOS3 TH5PX $67.00 $67.00 $67.00 $67.00
Vintage 3 in effect 1/1/91 through 3/27/91 120 Month THJQX $5,265.00 $5,265.00 $5,265.00 $5,265.00
Vintage 4 in effect 7/1/92 through 7/1193 -perOS3 TH5QX $67.00 $67.00 $67.00 $67.00
Vintage 5 in effect 711/94 through 6130198

Monthly Rate
Capacity of 24 USOC Non·Plan Zone 1 Zone 2 Zone 3

Monthly Rate Monthly THJRX $12,850.00 $12,850.00 $12,850.00 $12,850.00
Capacity of 2: USOC Non-Plan Zone 1 Zone 2 Zone 3 -perOS3 THJRX $87.00 $87.00 $87.00 $87.00

12 Months HOJ1X $12,465.00 $12,465.00 $12,465.00 $12,465.00
Monthly THJEX $1,936.00 $1,936.00 $1,936.00 $1,936.00 -perOS3 H051X $84.00 $84.00 $84.00 $84.00
-perOS3 TH5EX $160.00 $160.00 $160.00 $160.00 24 Months HOJ2X $12,079.00 $12,079.00 $12,079.00 $12,079.00
12 Months HOJPX $1,878.00 $1,878.00 $1,878.00 $1,878.00 -per OS3 H052X $82.00 $82.00 $82.00 $82.00
-perOS3 H05PX $155.00 $155.00 $155.00 $155.00 36 Months THJSX $11,565.00 $11,565.00 $11,565.00 $11,565.00
24 Months HOJQX $1,820.00 $1,820.00 $1,820.00 $1,820.00 -perOS3 TH5SX $79.00 $79.00 $79.00 $79.00
-perOS3 H05QX $150.00 $150.00 $150.00 $150.00 60 Months THJTX $10,280.00 $10,280.00 $10,280.00 $10,280.00
36 Months THJFX $1,742.00 $1,742.00 $1,742.00 $1,742.00 -per OS3 TH5TX $70.00 $70.00 $70.00 $70.00
-perOS3 TH5FX $144.00 $144.00 $144.00 $144.00 120 Month THJUX $10,280.00 $10,280.00 $10,280.00 $10,280.00
60 Months THJGX $1,549.00 $1,549.00 $1,549.00 $1,549.00 -perOS3 TH5UX $70.00 $70.00 $70.00 $70.00
-perOS3 TH5GX $128.00 $128.00 $128.00 $128.00
120 Months TH5GX $1,549.00 $1,549.00 $1,549.00 $1,549.00 Monthly Rate
-perOS3 THJHX $128.00 $128.00 $128.00 $128.00 Capacity of 36 USOC Non·Plan Zone 1 Zone 2 Zone 3

Monthly Rate Monthly HOJGX $21,883.00 $21,883.00 $21,883.00 $21,883.00
Capacity of 3: USOC Non·Plan Zone 1 Zone 2 Zone 3 -perOS3 H05GX $97.00 $97.00 $97.00 $97.00

12 Months HOJHX $21,212.00 $21,212.00 $21,212.00 $21,212.00
Monthly THJJX $2,295.00 $2,295.00 $2,295.00 $2,295.00 -perOS3 H05HX $94.00 $94.00 $94.00 $94.00
-perOS3 TH5JX $133.00 $133.00 $133.00 $133.00 24 Months HOJJX $20,539.00 $20,539.00 $20,539.00 $20,539.00
12 Months HOJRX $2,227.00 $2,227.00 $2,227.00 $2,227.00 -perOS3 H05JX $91.00 $91.00 $91.00 $91.00
-perOS3 H05RX $129.00 $129.00 $129.00 $129.00 36 Months HOJKX $19,675.00 $19,675.00 $19,675.00 $19,675.00
24 Months HOJSX $2,157.00 $2,157.00 $2,157.00 $2,157.00 -perOS3 H05KX $87.00 $87.00 $87.00 $87.00
-perOS3 H05SX $125.00 $125.00 $125.00 $125.00 60 Months HOJLX $17,515.00 $17,515.00 $17,515.00 $17,515.00
36 Months THJKX $2,066.00 $2,066.00 $2,066.00 $2,066.00 -perOS3 H05LX $78.00 $78.00 $78.00 $78.00
-perOS3 TH5KX $120.00 $120.00 $120.00 $120.00 120 Month HOJMX $17,515.00 $17,515.00 $17,515.00 $17,515.00
60 Months THJLX $1,836.00 $1,836.00 $1,836.00 $1,836.00 -per OS3 H05MX $78.00 $78.00 $78.00 $78.00
-perOS3 TH5LX $106.00 $106.00 $106.00 $106.00
120 Months THJMX $1,836.00 $1,836.00 $1,836.00 $1,836.00
-per DS3 TH5MX $106.00 $106.00 $106.00 $106.00

Monthly Rate
Capacity of 6: USOC Non·Plan Zone 1 Zone 2 Zone 3

Monthly HDJAX $6,582.00 $6,582.00 $6,582.00 $6,582.00
-per DS3 HD5AX $81.00 $81.00 $81.00 $81.00
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1. Monthly 3. 24Months
Mileage -MileageMileage Bands Monthly Rate Mileage Bands Monthly RateBands USOC perDS3 Non Plan Zone 1 Zone 2 Zone 3 Bands usee perDS3 Non Plan Zone 1 Zone 2 Zone 3

o 1U5U1 o 1U551 0
-Fixed - ·Fixed
-Per Mile . - . -Per Mile -

Over 0 to 8 1U5U2 OverOto 8 1U552
-Fixed $310.00 $310.00 $310.00 $310.00 ·Fixed $291.00 $291.00 $291.00 $291.00-Per Mile $43.00 $43.00 $43.00 $43.00 -Per Mile $40.00 $40.00 $40.00 $40.00

Vintage 2 $38.00 $38.00 $38.00 $38.00Over 8 to 25 1U5U3
-Fixed $350.00 $350.00 $350.00 $350.00 Over8to 25 1U553
-Per Mile $43.00 $43.00 $43.00 $43.00 ·Fixed $329.00 $329.00 $329.00 $329.00

·PerMile $40.00 $40.00 $40.00 $40.00Over 25 to 50 1U5U4 Vintage 2 $38.00 $38.00 $38.00 $38.00-Fixed $380.00 $380.00 $380.00 $380.00
-Per Mile $44.00 $44.00 $44.00 $44.00 Over 25 to 50 1U554

·Fixed $357.00 $357.00 $357.00 $357.00Over 50 1U5U5 -Per Mile $41.00 $41.00 $41.00 $41.00-Fixed $410.00 $410.00 $410.00 $410.00 Vintage 2 $39.00 $39.00 $39.00 $39.00·PerM!1e $50.00 $50.00 $50.00 $50.00
Over 50 1U555

-Fixed $385.00 $385.00 $385.00 $385.00
-Per Mile $47.00 $47.00 $47.00 $47.00

Vintage 2 $45.00 $45.00 $45.00 $45.00

2.12 Months 4.36 Months
-Mileage -MileageMileage Bands Monthly Rate Mileage Bands Monthly RateBands usee perDS3 Non Plan Zone 1 Zone 2 Zone 3 Bands USOC perDS3 Non Plan Zone 1 Zone 2 Zone 3

o 1U541 o 1U5V1
-Fixed - . ·Fixed
-Per Mile - - ·PerMile -

Over 0 to 8 1U542 OverOto 8 1U5V2
-Fixed $301.00 $301.00 $301.00 $301.00 -Fixed $279.00 $279.00 $279.00 $279.00·Per Mile $42.00 $42.00 $42.00 $42.00 ·PerMile $39.00 $39.00 $39.00 $39.00Vantage 2 $40.00 $40.00 $40.00 $40.00 Vantage 2 $37.00 $37.00 $37.00 $37.00

Over 8 to 25 1U543 Over 8 to 25 1U5V3
·Fixed $340.00 $340.00 $340.00 $340.00 -Fixed $315.00 $315.00 $315.00 $315.00-Per Mile $42.00 $42.00 $42.00 $42.00 -Per Mile $39.00 $39.00 $39.00 $39.00Vintage 2 $40.00 $40.00 $40.00 $40.00 Vintage 2 $37.00 $37.00 $37.00 $37.00

Over 25 to 50 1U544 Over 25 to 50 1U5V4
-Fixed $369.00 $369.00 $369.00 $369.00 -Fixed $342.00 $342.00 $342.00 $342.00·PerMile $43.00 $43.00 $43.00 $43.00 -Per Mile $40.00 $40.00 $40.00 $40.00Vintage 2 $41.00 $41.00 $41.00 $41.00 Vintage 2 $38.00 $38.00 $38.00 $38.00



..
Over 50 1U545 Over 50 1U5V5

-Fixed $398.00 $398.00 $398.00 $398.00 -Fixed $369.00 $369.00 $369.00 $369.00-Per Mile $"9.00 $49.00 $49.00 $49.00 -Per Mile $45.00 $45.00 $45.00 s.c5.ooVintage 2 s.c7.oo $47.00 $47.00 s.c7.oo Vintage 2 $43.00 s.c3.oo s.c3.oo s.c3.oo

Vintage 2 in effed 3/29/98 through 6/30198

5. 60 Months 6. 120 Months
-Mileage -MileageMileage Bands Monthly Rate Mileage Bands Monthly RateBands USOC perDS3 Non Plan Zone 1 Zone 2 Zone 3 Bands usee perDS3 Non Plan Zone 1 Zone 2 Zone 3

o 1U5Z1 o 1U531
-Fixed - - - -Fixed-Per Mile - - - -Per Mile -

Over 0 to 8 1U5Z2 Over 0 to 8 1U532
-Fixed $2"8.00 $248.00 $248.00 $248.00 -Fixed $248.00 $2"8.00 $248.00 $248.00-Per Mile $3".00 $3".00 $3".00 $3".00 -Per Mile $3".00 $3".00 $3".00 $3".00Vintage 2 $32.00 $32.00 $32.00 $32.00 Vintage 2 $32.00 $32.00 $32.00 $32.00

Over 8 to 25 1U5Z3 Over8to 25 1U533
-Fixed $280.00 $280.00 $280.00 $280.00 -Fixed $280.00 $280.00 $280.00 $280.00-Per Mile $3".00 $3".00 $3".00 $3".00 -Per Mile $3".00 $3".00 $3".00 $3".00Vintage 2 $32.00 $32.00 $32.00 $32.00 Vintage 2 $32.00 $32.00 $32.00 $32.00

Over 25 to 50 1U5Z4 Over 25 to 50 1U53"
-Fixed $304.00 $304.00 $304.00 $304.00 -Fixed $304.00 $304.00 $304.00 $304.00-Per Mile $35.00 $35.00 $35.00 $35.00 -Per Mile $35.00 $35.00 $35.00 $35.00Vintage 2 $33.00 $33.00 $33.00 $33.00 Vintage 2 $33.00 $33.00 $33.00 $33.00

Over 50 1U5Z5 Over 50 1U535
-Fixed $328.00 $328.00 $328.00 $328.00 -Fixed $328.00 $328.00 $328.00 $328.00-Per Mile $40.00 $40.00 s.cO.oo $40.00 -Per Mile $40.00 $40.00 s.cO.oo s.cO.ooVintage 2 $38.00 $38.00 $38.00 $38.00 Vintage 2 $38.00 $38.00 $38.00 $38.00

Vintage 2 In effed 3/29/98 through 6130198Entrance Facility

usee Non-Plan Zone 1 Zone 2 Zone 3

DS3 • Electrlcallnterface
-Monthly EF2CX $1,500.00 $1,500.00 $1,500.00 $1,500.00

-12 Mos. EF2CX N1A $1,455.00 $1,"55.00 $1,455.00Vmtage4 $1,310.00 $1,310.00 $1,310.00

-24 Mos. EF2CX N1A $1,425.00 $1,"25.00 $1,425.00Vintage 4 $1,269.00 $1,269.00 $1,269.00

-36 Mos. EF2CX N1A $1,350.00 $1,350.00 $1,350.00Vintage 4 $1,215.00 $1,215.00 $1,215.00

-60 Mos. EF2CX N1A $1,200.00 $1,200.00 $1,200.00
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Vintage 4 $1,080.00 $1,080.00 $1,080.00

-120 Mos. EF2CX N/A $1,200.00 $1,200.00 $1,200.00
Vintage 4 $1,080.00 $1,080.00 $1,080.00

-Capacity of Two - Per Capacity
-Monthly EF2PX N/A $1,936.00 $1,936.00 $1,936.00
-12 Mos. EF2PX N/A $1,878.00 $1,878.00 $1,878.00
-24 Mos. EF2PX NlA $1,820.00 $1,820.00 $1,820.00
-36 Mos. EF2PX N/A $1,742.00 $1,742.00 $1,742.00
-60 Mos. EF2PX NlA $1,549.00 $1,549.00 $1,549.00
-120 Mos. EF2PX N/A $1,549.00 $1,549.00 $1,549.00

-Capacity of Two - Per DS3
-Monthly EF2CX N/A $160.00 $160.00 $160.00
-12 Mos. EF2CX N/A $155.00 $155.00 $155.00
-24 Mos. EF2CX NlA $150.00 $150.00 $150.00
-36 Mos. EF2CX NlA $144.00 $144.00 $144.00
-60 Mos. EF2CX NlA $128.00 $128.00 $128.00
-120 Mos. EF2CX NlA $128.00 $128.00 $128.00

-Capacity of Three - Per Capacity
-Monthly EF2PX NlA $2,295.00 $2,295.00 $2,295.00
-12 Mos. EF2PX NlA $2,227.00 $2,227.00 $2,227.00
-24 Mos. EF2PX NlA $2,157.00 $2,157.00 $2,157.00
-36 Mos. EF2PX NlA $2,066.00 $2,066.00 $2,066.00
-60 Mos. EF2PX NlA $1,836.00 $1,836.00 $1,836.00
-120 Mos. EF2PX NlA $1,836.00 $1,836.00 $1,836.00

-Capacity of Three - Per DS3
-Monthly EF2CX NlA $133.00 $133.00 $133.00
-12 Mos. EF2CX NlA $129.00 $129.00 $129.00
-24 Mos. EF2CX NlA $125.00 $125.00 $125.00
-36 Mos. EF2CX NlA $120.00 $120.00 $120.00
-60 Mos. EF2CX NlA $106.00 $106.00 $106.00
-120 Mos. EF2CX NlA $106.00 $106.00 $106.00

-Capacity of Six - Per Capacity
-Monthly EF2PX NlA $6,582.00 $6,582.00 $6,582.00
-12 Mos. EF2PX NlA $6,385.00 $6,365.00 $6,385.00
-24 Mos. EF2PX NlA $6,187.00 $6,187.00 $6,187.00
-36 Mos. EF2PX NlA $5,923.00 $5,923.00 $5,923.00
-60 Mos. EF2PX NlA $5,265.00 $5,265.00 $5,265.00
-120 Mos. EF2PX NlA $5,265.00 $5,265.00 $5,265.00

-Capacity of Six - Per DS3
-Monthly EF2CX NlA $81.00 $81.00 $81.00
-12 Mos. EF2CX NlA $79.00 $79.00 $79.00
-24 Mos. EF2CX NlA $76.00 $76.00 $76.00
-36 Mos. EF2CX NlA $73.00 $73.00 $73.00
-60 Mos. EF2CX NlA $67.00 $67.00 $67.00
-120 Mos. EF2CX NlA $67.00 $67.00 $67.00

-Capacity of Nine - Per Capacity
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-Monthly EF2PX N/A $6,582.00 $6,582.00 $6,582.00
-12 Mos. EF2PX N1A $6,385.00 $6,385.00 $6,385.00
-24 Mos. EF2PX N/A $6,187.00 $6,187.00 $6,187.00
-36 Mos. EF2PX N/A $5,923.00 $5,923.00 $5.923.00
-60 Mos. EF2PX N/A $5,265.00 $5.265.00 $5,265.00
-120 Mos. EF2PX N/A $5,265.00 $5,265.00 $5,265.00

-Capacity of Nine - Per DS3
-Monthly EF2CX N/A $81.00 $81.00 $81.00
-12 Mos. EF2CX N/A $79.00 $79.00 $79.00
-24 Mos. EF2CX N1A $76.00 $76.00 $76.00
-36 Mos. EF2CX N/A $73.00 $73.00 $73.00
-60 Mos. EF2CX N/A $67.00 $67.00 $67.00
-120 Mos. EF2CX N1A $67.00 $67.00 $67.00

-Capacity of Twelve - Per Capacity
-Monthly EF2PX N1A $6,582.00 $6,582.00 $6,582.00
-12 Mos. EF2PX N1A $6,385.00 $6,385.00 $6,385.00
-24 Mos. EF2PX N1A $6.187.00 $6,187.00 $6,187.00
-36 Mos. EF2PX N1A $5,923.00 $5,923.00 $5.923.00
-60 Mos. EF2PX N1A $5,265.00 $5,265.00 $5,265.00
-120 Mos. EF2PX N1A $5,265.00 $5,265.00 $5,265.00

-Capacity of Twelve - Per DS3
-Monthly EF2CX N1A $81.00 $61.00 $81.00
-12 Mos. EF2CX N1A $79.00 $79.00 $79.00
-24 Mos. EF2CX N1A $76.00 $76.00 $76.00
-36 Mos. EF2CX N1A $73.00 $73.00 $73.00
-60 Mos. EF2CX N1A $67.00 $67.00 $67.00
-120 Mos. EF2CX N1A $67.00 $67.00 $67.00

-Capacity of Twenty-Four - Per Capacity
-Monthly EF2PX N1A $12.850.00 $12,850.00 $12,850.00
-12 Mos. EF2PX N1A $12,465.00 $12,465.00 $12,465.00
-24 Mos. EF2PX N1A $12,079.00 $12,079.00 $12,079.00
-36 Mos. EF2PX N1A $11,565.00 $11.565.00 $11,565.00
-60 Mas. EF2PX N1A $10,280.00 $10,280.00 $10,280.00
-120 Mos. EF2PX N1A $10.280.00 $10,280.00 $10,280.00

-Capacity of Twenty-Four - Per DS3
-Monthly EF2CX N1A $87.00 $87.00 $87.00
-12 Mos. EF2CX N1A $84.00 $84.00 $84.00
-24 Mos. EF2CX N1A $82.00 $82.00 $82.00
-36 Mos. EF2CX N1A $79.00 $79.00 $79.00
-60 Mos. EF2CX N/A $70.00 $70.00 $70.00
-120 Mos. EF2CX N1A $70.00 $70.00 $70.00

-Capacity of Thirty-Six - Per Capacity
-Monthly EF2PX N1A $21,883.00 $21,883.00 $21,883.00
-12 Mos. EF2PX N1A $21,212.00 $21,212.00 $21,212.00
-24 Mos. EF2PX N1A $20,539.00 . $20,539.00 $20,539.00
-36 Mos. EF2PX N/A $19,675.00 $19,675.00 $19,675.00
-60 Mos. EF2PX N1A $17,515.00 $17,515.00 $17,515.00
-120 Mos. EF2PX N1A $17,515.00 $17,515.00 $17,515.00



-Capacity of Thirty-Six - Per DS3
-Monthly EF2CX N/A $97.00 $97.00 $97.00
-12 Mos. EF2CX NlA $94.00 $94.00 $94.00
-24 Mos. EF2CX N/A $91.00 $91.00 $91.00
-36 Mos. EF2CX N/A $87.00 $87.00 $87.00
-SOMas. EF2CX N/A $78.00 $78.00 $78.00
-120 Mos. EF2CX N/A $78.00 $78.00 $78.00

DS3 - Optlcallnlerface
USOC Non-Plan Zone 1 Zone 2 Zone 3

-Capacity of Two - Per Cap
-Monthly EF2l.X NlA $1,747.00 $1,747.00 $1,747.00
-12 Mos. EF2l.X NlA $1,695.00 $1,695.00 $1,695.00
-24 Mos. EF2l.X N/A $1,642.00 $1,642.00 $1,642.00
-36 Mos. EF2l.X N/A $1,572.00 $1,572.00 $1,572.00
-60 Mos. EF2l.X NlA $1,398.00 $1,398.00 $1,398.00
-120 Mos. EF2l.X NlA $1,398.00 $1,398.00 $1,398.00

-Capacity of Two· Per DS3
-Monthly EF2DX $943.50 $70.00 $70.00 $70.00
-12 Mos. EF2DX NlA $68.00 $68.00 $68.00
·24 Mal. EF2DX NlA $66.00 $66.00 $66.00
-36 Mas. EF2DX NlA $63.00 $63.00 $63.00
-SOMal. EF2DX NlA $56.00 $56.00 $56.00
-120 MOl. EF2DX NlA $56.00 $56.00 $56.00

-Capacity of Three • Per Capacity
-Monthly EF2l.X NlA $1,747.00 $1,747.00 $1,747.00
-12 Mol. EF2l.X NlA $1,695.00 $1,695.00 $1,695.00
-24 Mos. EF2l.X NlA $1,642.00 .' $1,642.00 $1,642.00
-36 Mos. EF2l.X NlA $1,572.00 $1,572.00 $1,572.00
-SOMas. EF2l.X NlA $1,398.00 $1,398.00 $1,398.00
-120M.os. EF2l.X NlA $1,398.00 $1,398.00 $1,398.00

-Capacity of Three - Per DS3
-Monthly EF2DX NlA $70.00 $70.00 $70.00
-12 MOl. EF2DX NlA $68.00 $68.00 $68.00
·24 Mal. EF2DX NlA $66.00 $66.00 $66.00
-36 Mal. EF2DX NlA $63.00 $63.00 $63.00-so MOl. EF2DX NlA $56.00 $56.00 $56.00
-120 MOl. EF2DX NlA $56.00 $56.00 $56.00

-Capacity of Six - Per Capacity
-Monthly EF2l.X NlA $3,691.00 $3,691.00 $3,691.00
-12 Mos. EF2l.X NlA $3,581.00 $3,581.00 $3,581.00
-24 Mos. EF2l.X NlA $3,469.00 $3,469.00 $3,469.00
-36 Mos. EF2l.X NlA $3,321.00 $3,321.00 $3,321.00
-SOMas. EF2l.X NlA $2,952.00 $2,952.00 $2,952.00
-120 Mos. EF2l.X NlA $2,952.00 $2,952.00 $2,952.00

-Capacity of Six • Per DS3
-Monthly EF2DX NlA $40.00 $40.00 $40.00
-12 Mos. EF2DX NlA $39.00 $39.00 $39.00

4
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-24 Mos. EF2DX N/A $38.00 $38.00 $38.00
-36 Mos. EF2DX NJA $36.00 $36.00 $36.00
-60 Mos. EF2DX N/A $34.00 $34.00 $34.00
-120 Mos. EF2DX N/A $34.00 $34.00 $34.00

-Capacity of Nine - Per Capacity
-Monthly EF2LX NJA $3,691.00 $3,691.00 $3,691.00
-12 Mos. EF2LX N/A $3,581.00 $3,581.00 $3,581.00
-24 Mos. EF2LX N/A $3,469.00 $3,469.00 $3,469.00
-36 Mos. EF2LX N/A $3,321.00 $3,321.00 $3,321.00
-60 Mos. EF2LX N/A $2,952.00 $2,952.00 $2,952.00
-120 Mos. EF2LX N/A $2,952.00 $2,952.00 $2,952.00

-Capacity of Nine - Per DS3
-Monthly EF2DX N/A $40.00 $40.00 $40.00
-12 Mos. EF2DX N/A $39.00 $39.00 $39.00
-24 Mos. EF2DX NJA $38.00 $38.00 $38.00
-36 Mos. EF2DX NJA $36.00 $36.00 $36.00
-60 Mos. EF2DX NJA $34.00 $34.00 $34.00
-120 MOl. EF2DX NJA $34.00 $34.00 $34.00

-Capacity of Twelve - Per Capacity
-Monthly EF2LX NJA $3,691.00 $3,691.00 $3,691.00
-12 MOl. EF2LX NJA $3,581.00 $3,581.00 $3,581.00
-24 MOl. EF2LX NJA $3,469.00 $3,469.00 $3,469.00
-36 Mos. EF2LX NJA $3,321.00 $3,321.00 $3,321.00
-60 MOl. EF2LX NJA $2,952.00 $2,952.00 $2,952.00
-120 Mos. EF2LX NJA $2,952.00 $2,952.00 $2,952.00

-Capacity of Twelve - Per DS3
-Monthly EF2DX NlA $40.00 $40.00 $40.00
-12 MOl. EF2DX NJA $39.00 $39.00 $39.00
-24 MOl. EF2DX NJA $38.00 $38.00 $38.00
-36 MOl. EF2DX NlA $36.00 $36.00 $36.00
-60 Mos. EF2DX NJA $34.00 $34.00 $34.00
-120 Mos. EF2DX NJA $34.00 $34.00 $34.00

-Capacity of Eighteen - Per Capacity
-Monthly EF2LX NJA $7,250.00 $7,250.00 $7,250.00
·12 Mos. EF2LX NJA $7,033.00 $7,033.00 $7,033.00
-24 Mos. EF2LX NJA $6,815.00 $6,815.00 $6,815.00
-36 Mos. EF2LX N/A $6,525.00 $6,525.00 $6,525.00
-60 Mos. EF2LX NJA $5,800.00 $5,800.00 $5,800.00
-120 Mos. EF2LX N/A $5,800.00 $5,800.00 $5,800.00

-Capacity of Eighteen - Per DS3
-Monthly EF2DX NJA $52.00 $52.00 $52.00
-12 Mos. EF2DX NJA $50.00 $50.00 $50.00
-24 Mos. EF2DX NlA $49.00 $49.00 $49.00
-36 Mos. EF2DX NlA $47.00 $47.00 $47.00
-60 Mos. EF2DX NlA $42.00 $42.00 $42.00
-120 Mos. EF2DX N/A $42.00 $42.00 $42.00

-Capacity of Twenty-Four - Per Capacity
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-Monthly EF2LX N/A $7,250.00 $7,2SO.OO $7,2SO.OO
-12 Mos. EF2LX N/A $7,033.00 $7,033.00 $7,033.00
-24 Mos. EF2LX N/A $6,815.00 $6,815.00 $6,815.00
-36 Mos. EF2LX N/A $6,525.00 $6,525.00 $6,525.00
-60 Mos. EF2LX N/A $5,800.00 $5,800.00 $5,800.00
-120 Mos. EF2LX N/A $5,800.00 $5,800.00 $5,800.00

-Capacity of Twenty-Four - Per DS3
-Monthly EF2DX N1A $52.00 $52.00 $52.00
-12 Mos. EF2DX N/A $50.00 $50.00 $50.00
-24 Mos. EF2DX N/A $49.00 $49.00 $49.00
-36 Mos. EF2DX N/A $47.00 $47.00 $47.00
-60 Mos. EF2DX N/A $42.00 $42.00 $42.00
-120 Mos. EF2DX N/A $42.00 $42.00 $42.00

-Capacity of Thirty-Six - Per Capacity
-Monthly EF2LX N1A $11,659.00 $11,659.00 $11,659.00
-12 Mos. EF2LX N1A $11,324.00 $11,324.00 $11,324.00
-24 Mos. EF2LX N1A $10,939.00 $10,939.00 $10,939.00
-36 Mos. EF2LX N1A $10,S07.OO $10,S07.OO $10,507.00
-60 Mos. EF2LX N1A $9,355.00 $9,355.00 $9,355.00
-120 Mos. EF2LX N1A $9,355.00 $9,355.00 $9,355.00

-Capacity of Thirty-Six - Per DS3
-Monthly EF2DX NJA $69.00 $69.00 $69.00
·12 Mos. EF2DX NJA $67.00 $67.00 $67.00
-24 Mos. EF2DX N1A $65.00 $65.00 $65.00
-36 Mos. EF2DX NJA $62.00 $62.00 $62.00
-60 Mos. EF2DX N1A $55.00 $55.00 $55.00
-120 Mos. EF2DX N1A $55.00 $55.00 $55.00

Dlrect-Trunked Transport

USOC Non-Plan Zone 1 Zone 2 Zone 3
"Mileage Bands - Fixed
-0 1YTXA NJA N/A N1A NJA
- Over 0 to 8 1YTXB $714.84 $310.00 $310.00 $310.00
- Over 8 to 25 1YTXC $714.84 $3SO.OO $350.00 $3SO.OO
- Over 25 to 50 1YTXD $714.84 $380.00 $380.00 $380.00
-Over 50 1YTXE $805.44 $410.00 $410.00 $410.00

·Mileage Bands - Per Mile
-0 1YTXA N1A N1A N/A N/A
-OverOt08 1YTXB $78.90 $43.00 $43.00 $43.00
- Over 8 to 25 1YTXC $78.90 $43.00 $43.00 $43.00
- Over 25 to 50 1YTXD $80.73 $44.00 $44.00 $44.00
- Over 50 1YTXE $91.74 $SO.OO $50.00 $50.00

Multiplexing
Entrance Facilit MKW3X $300.00 $300.00 $300.00 $300.00

"Direct-Trunked Transport - DS3 to DS1
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Monthly M6W3X $300.00 $300.00 $300.00 $300.00

12 Month plan M6W3X $300.00 $300.00 $300.00 $300.00Vintage 4 $246.00 $246.00 $246.00 $246.00Vintage 5 $247.00 $247.00 $247.00 $247.00

24 Month plan M6W3X $285.00 $285.00 $285.00 $285.00Vintage 4 $239.00 $239.00 $239.00 $239.00Vintage 5 $240.00 $240.00 $240.00 $240.00

36 Month plan M6W3X $270.00 $270.00 $270.00 $270.00Vintage 4 $229.00 $229.00 $229.00 $229.00Vintage 5 $230.00 $230.00 $230.00 $230.00

60 Month plan M6W3X $240.00 $240.00 $240.00 $240.00Vintage 4 $203.00 $203.00 $203.00 $203.00Vintage 5 $204.00 $204.00 $204.00 $204.00

120 Month plan M6W3X $240.00 $240.00 $240.00 $240.00Vintage 4 $203.00 $203.00 $203.00 $203.00Vintage 5 $204.00 $204.00 $204.00 $204.00

Vintage 4 in effed 3129/98 through 4/1/98
Vintage 5 in effed 4/2/98 through 6/30/98


